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I the Person = We the People 


What will it take to change the course of the 
future? As America, the world superpower, 
gears up to elect its commander-in-chief, each 
candidate touts his leadership experience; 
Obama the Osama Slayer vs. Romney the 
Corporate Commando. Each lists his credentials, 
saying in effect, “this is why I should lead and 
why you should follow your leader.” 

And what will they lead us to? Economic 
nirvana, world peace, environmental renewal, 
social harmony, cultural foment, spiritual 
enlightenment? 

Given the character and track records of both 
men, and what they propose to do if elected, the 
presidential race comes down to who is best 
qualified to destroy the most the slowest. 

What prevents so many people from seeing the obvious? Not everyone 
watches Jersey Shore and American Idol, believes McDonalds is food and that 
drinking Diet Coke will help them lose weight. Why is it that those who should 
know better, don’t know better? What makes them suspend their good judgment 
and surrender power to a stranger whose beliefs, ideals — and above all - deeds 
and actions run contrary to what they feel at heart? What makes them drink the 
Kool-Aid? 


The Only Change You Can Believe In For anything significant to change, 
people must stop playing “follow the leader.” But, if people stop following the 
leader, then who will lead them? The answer: No one! You must lead yourself. 

But self-leadership cannot be bought, given, or imposed. It has to come from 
within. It begins with expecting nothing from your “leaders” and understanding 
that everything has to come from you. It means having the courage not to cower 
to power. The dignity to claim your rightful and sacred place on earth. To respect 
yourself, demand it of others and show respect to all who merit it ... regardless 
of class or status. The integrity to keep and live by your word. And the passion to 
live a life of meaning and conviction; for your heart to feel what your mind knows. 

This is not an “every man for himself,” manifesto. Rather it is a call for a 
cooperative of individuals with the courage, dignity, respect, integrity and passion 
to chart a future that is not dictated and imposed upon them by ruling political 
parties and the unprincipled and oppressive systems they represent. 

There is no “We the People” until “I the Person” is willing to stand up and 
speak for himself or herself. 

For the future to change, the individual must change. When enough individuals 
change, everything changes. 


Gerald Celente 
Publisher 


The Trends Journal 


Editor and Publisher 
Gerald Celente 


Executive Editor 
John Anthony West 


Senior Editor 
Alex Silberman 


Contributing Editors 
Dr. Paul Craig Roberts 
Thomas H. Naylor 
Ben Daviss 

Nomi Prins 

Eldad Benary 


Consulting Editor 
Lynn Hazlewood 


Subscriptions Manager 
Emily Arter 


Illustrations 
Anthony Freda / Dan Zollinger 


Photo 
Michael Bloom 


Design 
Norgaard Advertising & Design 


All rights reserved. For information on permission 

to reproduce or translate material from The Trends 
Journal®, please contact The Trends Research 
Institute. The Trends Journal (ISSN 1065-2094) is 
published quarterly by The Trends Research Institute. 
©2012. Globalnomic, Trends Journal, Trend Alert, 
Trends in The News and History Before it Happens 
are registered trademarks of the Trends Research 
Institute. 


The Trends Research Institute 
PO. Box 3476, Kingston, NY 12402 
845 331-3500 


www.trendsresearch.com 


The Trends Journal e Summer 2012 


The Next Four Years: 
The 1* Great War of the 21* Century 


Haunted by Hitler BERLIN, 17 April 2012 - I 
had never been to Berlin. The only thing I knew about it 
was what I read in history books, and saw on TV and in 
the movies. 

We landed at around 8 in the morning, so the whole 
day was ahead of me. I flew First Class, and had a decent 
night’s rest. First Class? Try, No Class on United! Just an- 
other example of America’s decay and decline. But that’s 
for another time. I was in Berlin to launch the German 
edition of The Trends Journal and to open the European 
division of The Trends Research Institute. 

Something struck me 
on the trip from the air- 
port to my hotel. It didn’t 
register right away. But it 
did within hours. And I’ve 
been haunted by it ever 
since. Not a day goes by 
when I don’t think about 
it or talk about it. That’s 
not an exaggeration. 

After checking into my 
hotel, | was given a whirl- 
wind tour of the city by my 
German colleagues, and | 
got a pretty quick under- 
standing of the general feel 
and layout of the place. 

There was a lot of 
beauty to see. Lovely, in- 
dependently owned shops. 
Sidewalks wide enough for 
clusters of café tables and 
plenty of space for walking 
and bicycling. How civilized, I thought. 

Something else struck me. For a city of 3.5 million, it 
was very quiet. | thought the wide boulevards with tree- 
filled medians helped dissipate the noise. And most of 
the buildings seemed under 15 stories (I wasn’t count- 
ing) so the noise wasn’t trapped in a concrete canyon like 
other metropolises. And adding to the feeling of open 
space, parks are sprinkled throughout the city. Yes, it was 
strangely quiet. 

I fell in love. Of all the cities I have been to in the world, 
I found Berlin to be the hippest. But I was also troubled 


by it. Some of the buildings from the late 19th and early 
20th century were magnificent. Strong and bold, radiat- 
ing German quality. Yet the more I saw, the sadder I felt. 

By late afternoon, it began to sink in ... and very deep- 
ly. Hardly a single street, it seemed, was made up entirely 
of these once-upon-a-time architectural masterpieces. 
Instead they were like bookends, filled in between with 
hastily erected post-World War II construction. The scene 
was the same everywhere: A few old buildings, lots of new 
ones, some more old ones. 

I started to picture what Berlin must have looked like 
before it was bombed. 
I imagined that it must 
have been even grand- 
er than Paris before 
the War. Germany, | 
thought, must have been 
the most civilized of all 
the Western societies in 
the 1930s. The art, cul- 
ture, philosophy, archi- 
tecture ... what a cul- 
ture! Run down the list 
of names over the centu- 
ries ... Bach, Beethoven, 
Goethe, Wagner to Ein- 
stein, Fritz Lang and 
Marlene Dietrich. 

“These are the Ger- 
mans,” I said to myself. 
Strong, educated, proud 
and noble. “How could 
this great society let a 
two-bit freak like Hit- 
ler destroy their lives? Why didn’t the people rise up and 
revolt rather than let the freak lead them to slaughter? 
It wasn’t as though the whole place was bombed out in 
a week. It was going on from 1940 to 1945. When was 
enough, enough? 

This wasn’t a philosophical debate going on in my 
mind. This was a question about life, death and the hu- 
man spirit. 

“T know, I know,” I told myself. Hitler came to power 
because of the humiliating Treaty of Versailles that the 
Germans were forced to sign after losing World War | that 
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set in motion the conditions for someone like him to take 
power, blah, blah, blah.” 

No! It was much more complex than that. There was 
something else that allowed the great German people to 
put their lives in the hands of a two-bit freak. A freak that 
Charlie Chaplin played more convincingly than the man 
himself. 

I'm of talian descent. A long list of who’s who: Michel- 
angelo, DaVinci, Rossini, Caruso, Puccini, Galileo ... what 
a history, what a culture! I then asked myself “How could 
the Italians allow themselves to be led to destruction by a 
two-bit freak like Mussolini? A cartoon character if there 
ever was one. What is it that allows people that have the 
intellectual capacity to know better to be so obediently led 
to slaughter? 

Then there is America. No shortage of great people 
past and present. How could they let two-bit freaks lead 
and destroy them? Clinton, Bush, Cheney, Obama, Rom- 
ney? To me it’s all a two-bit freak show. Look around the 
world: Blair, Cameron, Rajoy, Netanyahu, Merkel, Monti, 
Berlusconi, Sarkozy, Hollande ... name your country, pick 
your poison: president, prime minister, chancellor ... all, 
in my eyes, two-bit freaks. 

And they're dangerous. They start wars, kill millions, 
destroy nations. They steal your money and give it to their 
friends. And with little resistance, and sometimes none 
at all, the people let them do it. In fact, not only do the 
people let them do it, they argue among themselves why 
their freak is better than the other freak. They will get 
angry with you if you call their freak a freak. They will 
actually fight and die to defend their freaks. 


MICE OR MEN? 
I’ve been haunted by Hitler since I landed in Berlin. What 
is it in the human spirit that allows this to happen? And 
now it is happening again. Our leaders are leading us to 
destruction. And, as in the past, the people are letting 
them do it. 

“The 1 Great War of the 21* Century” has begun. It’s 
happening before our eyes. But no one, neither the media 
nor the politicians, is calling it what it is. Instead, they 
cover each major development or incident as a “one-off,” a 
singular event unconnected to the others. 

Eventually, when history is written, the general percep- 
tion will be that this war, as with World Wars I and II, also 
began in Europe. Though a gross oversimplification (the 
roots of war are widespread), because the European debt 
crisis is now center stage in the news, this Trends Journal 
is accordingly Kuro-centered. 

Wars don’t begin with assassinations of Archdukes, 
sinking of Lusitanias or bombings of Pearl Harbors. 
Those are the flashpoints; the march to war takes years. 


For example, follow the time line: The Crash of ’29, The 
Great Depression, currency wars, trade wars, all leading 
to World War II. 

History is now ominously repeating itself. The Panic of 
’08, The Great Recession/Depression, currency wars, trade 
wars, leading to “The 1“ Great War of the 21* Century.” 

And, at the core of this war, no matter how it will be 
historically engineered, it didn’t start because of repres- 
sive regimes, the thirst for democracy, religious strife or 
territorial disputes — it all came down to “money, power 


and greed.” 
— Gerald Celente 


CLIMAX TIME 


In our ongoing series, “History of the Future: “The Next 
Four Years,” we warned in our last issue that long-smol- 
dering economic problems and years of heated geopolitical 
disputes are coming to a boil. We advised subscribers to get 
ready for “CLIMAX TIME.” 

It’s summer now and, sure enough, the economic and 
geopolitical pot is boiling over. The “Climax” we predicted 
is underway. Gerald Celente was adamant in his insistence 
that, despite all the assurances made by governments and 
the financial sector, the European debt crisis would not 
be solved, economic conditions would deteriorate and the 
public would rebel against draconian austerity measures. 
It would only be a matter of time. 

Right on schedule, just weeks after publication of The 
Journal, headlines around the world substantiated our fore- 
casts. Week after week, sitting governments were unseated 
or substantially weakened. First it was the Netherlands: 


Dutch government collapses over debt woes 
THE HAGUE, Netherlands — The Dutch govern- 


ment, one of the most vocal critics of European 
countries failing to rein in their budgets, quit 
Monday after failing to agree on a plan to bring 
its own deficit in line with EU rules. 

Queen Beatrix’s office said she had accepted the 
resignation of Prime Minister Mark Rutte and his 
Cabinet after Rutte informed her talks on a new 
austerity package collapsed over the weekend. 

The Dutch government collapse came a day 
after the first-round election victory of France’s 
socialist candidate Francois Hollande, who has 
said he wants to focus less on austerity and more 
on economic growth. 

The two developments call into question 
whether budget-cutting policies that are causing 
trauma in countries such as Greece, Spain and 
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Portugal can be enforced even in “core” European 
countries such as France — or in the Netherlands, 
one of the few along with Germany to maintain 


an AAA credit rating. (USA Today, 23 April 2012) 


Yet, even as the Dutch government was falling, Dutch 
politicians vowed to pass an austerity budget to keep the 
nation in line with European Union rules. As we have 
been detailing for years, austerity schemes are patently 
self-defeating. Savage spending cuts, combined with take- 
from-the-people give-to-the-banks policies only serve to 
deepen depressions in already-troubled economies. And, 
as we forecast, the public would stand for only so much 
punishment. What was euphemized by governments as 
“austerity” was being experienced by the governed as op- 
pression, if not outright enslavement. 

It didn’t take a genius or a prize-winning economist to 
figure out the obvious: the more jobs and benefits taken 
from the people, the more they were taxed, the further 
economies would decline. Although the politicians argued 
that the measures were necessary to reassure bond mar- 
kets and boost investor confidence, even they understood 
the economic implications. Yet, by satisfying the bankers’ 
(who were their bankrollers) demands, they not only sold 
out their countrymen, they effectively voted themselves 
out of office. 

A day after the ruling coalition of the Netherlands 
fell, the first round of elections in France signaled the 
fall of yet another incumbent government. President Nico- 
las Sarkozy would be defeated in Round Two by Francois 
Hollande, the Socialist Party candidate who favored eco- 
nomic growth over continued austerity (a platform Hol- 
lande would abandon shortly after being elected.) 

Since austerity measures were imposed in so many of 
the eurozone countries, a dozen of the 17 member govern- 
ments had been voted out. But, as was the case in Ireland, 
Portugal, Spain, Italy and elsewhere, the French merely 
replaced one major party with another. 


NEW FACE, SAME GAME 
However, unlike those others, the French elections sig- 
naled the actualization of a megatrend-in-the-making 
that we have long been forecasting: a repudiation of en- 
trenched political parties that were seen by ordinary peo- 
ple as beholden to corporate/banking interests that were 
insensitive to the public interest. 

There was also an embrace of nationalistic parties that 
were anti-austerity, anti-bank bailout, anti-immigration, 
and anti-eurozone. In France, for example, Marine Le 
Pen’s National Front party won 18 percent of the vote by 
crusading against open borders, globalization, the euro 
and the two-party monopoly. 


Throughout Europe, the austerity-ravaged natives 
were restless. The Czech government barely survived a 
no-confidence vote, as hundreds of thousands of citizens 
protested budget cuts, increased taxes and rampant cor- 
ruption, in the biggest demonstration since the fall of 
Communism. Days later, an austerity backlash brought 
down the Romanian government and, shortly thereafter, 
Greek voters turned against their major parties: 


Greek Left calls for an end to 
‘barbarous’ austerity plans 
Greece is heading for a clash with international 
lenders as the radical left wing party that came 
second in the weekend’s election called for the 
ripping up of a “barbarous” austerity programme 
underpinning its bailout and questions mounted 
about the country’s future inside the euro.” 

“ ... In an unusually blunt intervention, Jörg 
Asmussen, a European Central Bank executive 
board member, for the first time raised the pos- 
sibility of a Greek exit from the euro - an option 
the ECB had previously refused to acknowledge 
in public. (Financial Times, 9 May 2012) 


Money Changers Serenade 0n and on, 
the litany from the media and the money men (and wom- 
en) was: The Greeks have been living beyond their means, 
they're spoiled by the welfare state, they refuse to work 
hard ... and they don’t pay their taxes: 


It’s payback time: don’t expect 
sympathy - Lagarde to Greeks 
Take responsibility and stop trying to avoid taxes, 

International Monetary Fund chief tells Athens 
The International Monetary Fund has ratcheted 
up the pressure on crisis-hit Greece after its man- 
aging director, Christine Lagarde, said she has 
more sympathy for children deprived of decent 
schooling in sub-Saharan Africa than for many of 
those facing poverty in Athens. 

In an uncompromising interview with The 
Guardian, Lagarde insists it is payback time for 
Greece and makes it clear that the IMF has no 
intention of softening the terms of the country’s 
austerity package. 

Asked whether she is able to block out of her 
mind the mothers unable to get access to midwives 
or patients unable to obtain life-saving drugs, La- 
garde replied: “I think more of the little kids from 
a school in a little village in Niger who get teach- 
ing two hours a day, sharing one chair for three 
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of them, and who are very 
keen to get an education. I 
have them in my mind all 
the time. Because I think 
they need even more help 
than the people in Athens.” 

Lagarde, predicting 
that the debt crisis has yet 
to run its course, added: 
“Do you know what? As far 
as Athens is concerned, | 
also think about all those 
people who are trying to 
escape tax all the time. 
All these people in Greece 
who are trying to escape 
tax.” She says she thinks 
“equally” about Greeks 
deprived of public servic- 
es and Greek citizens not 
paying their tax. 

“I think they should 
also help themselves col- 
lectively.” Asked how, she 
replied: “By all paying their tax.” 

Asked if she is essentially saying to the Greeks 
and others in Europe that they have had a nice 
time and it is now payback time, she responds: 


“That’s right.” (The Guardian, 25 May 2012) 


Had it been 1789, Queen Christine Lagarde’s “Let them 
eat baklava” scolding would have been followed by “Off 
with their heads” fury. Especially since, shortly after her 
interview, Lagarde’s own attitude to tax-paying history 
came to light: 


Christine Lagarde, scourge of 
tax evaders, pays no tax 
IMF boss who caused international outrage 
when she suggested that Greeks should pay 


their taxes earns a tax-free salary 


Christine Lagarde, the IMF boss who caused in- 
ternational outrage after she suggested in an in- 
terview with The Guardian on Friday that belea- 
guered Greeks might do well to pay their taxes, 
pays no taxes, it has emerged. 

As an official of an international institution, 
her salary of $467,940 (£298,675) a year plus 
$83,760 additional allowance a year is not sub- 
ject to any taxes. Article 34 of the Vienna con- 
vention on diplomatic declares: “A diplomatic 
agent shall be exempt from all dues and taxes, 


i Xel Shem Saf Ba wa 
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personal or real, national, 
regional or municipal.” 

According to Lagarde’s 
contract she is also en- 
titled to a pay raise on | 
July every year during her 
five-year contract. 

Other benefits include 
rent subsidies, dependen- 
cy allowances for spouses 
and children, education 
grants for school-age chil- 
dren and travel and ship- 
ping expenses, as well as 
subsidized medical insur- 
ance. (The Guardian, 29 
May 2012) 


Just as in the France of 1789, 
there was a total disconnect 
between the rulers and the 
ruled. Her Highness Lagarde’s 
barefaced hypocrisy and im- 


perial insensitivity was the 
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new millennium norm. 

Not only did the rich rule, they ruled by divine right 
(e.g., Goldman Sachs CEO Lloyd Blankfein’s famous as- 
sertion, “We're doing God’s work”). 

Regardless of their “mis-steps,” regardless of their 
gross failures, regardless of the widespread effects of their 
failures, the people calling the shots never accept respon- 
sibility for their actions. At most they express regrets and 
leave it to the general public to pay for their mistakes. 

For all the talk about reducing debt and fostering re- 
sponsible economic policy, the real purpose behind the 
austerity measures was to wring every cent they could out 
of the public in order to save the banks from the conse- 
quences of their bad bets and make good their losses. 

In the case of Greece, for example, this is how it 
worked: The citizens of the Eurozone were taxed to pay 
off the bad bets made by banks and to pay off debts in- 
curred by the Greek government. Their tax money went 
directly to the “troika” (European Commission, European 
Central Bank, International Monetary Fund.) The troika 
would then send the funds to Greece in return for Greek 
bonds that nobody else would buy and that the Greek gov- 
ernment could not service. 

The Greek government took its cut of the tax money 
and sent the balance back to the troika. Thus, the troika 
loaned money to the government, most of which then went 
back to the troika in the form of interest payments on the 


bonds. In this way, 75 percent of Greece’s $230 billion 
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debt was effectively appropriated by the troika. 

The long and short of it was that the troika enriched it- 
self at the taxpayers’ expense and to the peril of the econ- 
omy. The harsher the payment terms, the higher taxes 
had to be and the greater the cuts to services and benefits. 
The bigger the cuts, the deeper the depression. How could 
it be otherwise? 

By June, official Greek unemployment hit 22 percent. 

In other words, the bankers and assorted financiers got 
practically all the money, the euro-public got taxed and 
received nothing in return and the Greek people were re- 
duced to penury. 


No One Saw it Coming History was being 
made. “The 1* Great War of the 21* Century” had begun. 
But the financial and mainstream media treated these 
momentous events with less fanfare than if they had been 
the latest chapter in the Lindsay Lohan saga. 

Dozens of governments were falling! That single fact, 
with its profound implications, should have provoked in- 
depth analysis and discussion. But not in a mainstream 
media world devoted to preserving the status quo and to 
treating the financial crisis as though it were mainly a 
bottom-line issue. 

Long-entrenched major parties were being taken down 
by new parties that espoused ideologies spanning the po- 
litical spectrum, even if the news media chronically mis- 
represented these ideologies. 

For example, the Financial Times labeled SYRIZA, a 
big winner in Greek elections, a “radical left-wing party.” 
While the name conjured up fears of some new brand of 
communism, what was lost in translation was that the 
term “radical” in the party’s Greek name actually means 
“nontraditional.” But however non-traditional they may 
have appeared, demanding to renegotiate the $170 bil- 
lion international bailout agreement included even harsh- 
er austerity measures than those agreed to by previous 
governments, the party’s stance was hardly “radical.” And 
support for remaining in the eurozone, which was also a 
plank in their party platform, was equally non-radical. 

The other surprising winner was the Greek Golden 
Dawn party - which received 7 percent of the vote (up 
from 0.23 percent). With its “sieg heil” salutes, it seemed 
to merit its label as “ultra-right neo-Nazi.” 

In the Netherlands, the Party for Freedom led by Geert 
Wilders has long been branded “far-right, anti-Islamic.” 
And in France, Le Pen’s National Front was called the 
“anti-immigration, extreme right.” 

Alternative or anti-establishment parties or candidates 
drew votes in Germany and Italy, along with the scorn of 
the news media. Germany’s up-and-coming Pirate Party, 


which claims it is dedicated to keeping the Internet free 
and advocates direct participation in politics, was deri- 
sively dismissed by the news media as “a fringe group 
which shot from nowhere.” 

And in Italy, by mid-May, “Throw the Bums Out,” 
anti-austerity outrage saw voters resoundingly reject the 
mainstream political parties in local elections. Rising to 
prominence was the anti-establishment Five Star Move- 
ment led by Beppe Grillo, a widely popular satirist, activ- 
ist and blogger. (The Five Stars represent water, environ- 
ment, transport, connectivity and growth.) 


WHAT?’S IN A NAME? 

Rather than seriously address, or even acknowledge, these 
revolutions in the making, the news media's standard re- 
sponse was to apply a pejorative label, whether or not the 
label fit. Any party making inroads into or unseating the 
ruling parties’ power was linguistically marginalized, 
demonized, or oversimplified as “populist,” “separatist,” 
“extremist,” “radical,” “anti-establishment,” etc. 

Perhaps it was inevitable that news organizations would 
view anyone or anything that stepped beyond conventional 
wisdom as being on the “fringe,” since the media have po- 
sitioned themselves as centrist (“Fair and balanced,” “All 
the News That’s Fit to Print,” “The Most Trusted Name in 
News”). Incestuously tied to the ruling parties, the media 
have become part of what all those populists, separatists, 
extremists, radicals and anti-establishmentarians were 
bent upon disempowering. 

Yet, the simplistic language meant to diminish these 
diverse, complex political movements inadvertently de- 
scribed what would link them: class warfare. 

Over “The Next Four Years” and beyond, along with 
class warfare, all manner of wars will rage: civil wars, re- 
gional wars, wars on terror, hot wars, cold wars and wars 
without borders. It was all gearing up. Yemen, Bahrain, 
Syria, Sudan, Israel, Palestine, Lebanon. From China to 
the Caucuses, Argentina to Mexico, as societies break 
down, businesses go bust and trade diminishes, the rea- 
sons for war may vary but the outcomes will be similar; 
nations destroyed, millions dead, environmental destruc- 
tion and generations lost. 


Editor's Note: In the Summer of 2012, virtually no one 
saw a Great War coming, except the ones who saw it com- 
ing, and were willfully ignored. Those who didn't see war 
coming didn’t want to see it, even when provided with in- 
disputable evidence. 

We know, because we had forecast class war leading to 
a Great War and provided the evidence. Our Trends Jour- 
nal forecast was sent to “Fair and balanced,” “All the News 


That’s Fit to Print,’ “The Most Trusted Name in News” and 
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some 50,000 others in the worldwide broadcast and print 
media who, with the exception of a handful, ignored it, en- 
suring that their mass audience would also not see it coming. 


Meltdown Following the predictable election re- 
sults in France and the unsurprising results in Greece, 
the world equity markets - buoyed up by euro trillions 
injected into the Long Term Refinancing Operation by 
the European Central Bank at the end of 2011 - suddenly 
unraveled. 

Years of drastically cutting services, increasing taxes, 
eliminating benefits, decreasing pensions and extending 


retirement ages had failed 
to restore the promised eco- 
nomic growth and financial 
health. Now, the surging vot- 
er backlash against still more 
austerity (robbing taxpayers 
to bail out banks that made 
bad bets) seemingly took all 
options off the table. Yet it 
didn’t stop the government 
from putting bailouts back on 


the table: 


Spain in U-turn as it 
plans to save bank 
Spain is planning a state 
bailout of Bankia, the 
countrys third biggest 
bank by assets, in a move 
likely to involve the injec- 
tion of billions of euros 
into the troubled lender. 

In an abrupt policy 
reversal, the Spanish 
government, which had 
previously insisted that 
no additional state money 
would be needed to clean 
up the banking sector, 
confirmed that an inter- 
vention was being pre- 


pared. (FT, 8 May 2012). 


“Centrist” politicians and 
mainstream media routinely 
blamed Europe’s sovereign 
debt crisis on lavish social 
programs, generous worker 
benefits, restrictive firing 
practices and strong unions. While these elements un- 
doubtedly played a role in the Spanish crisis, the driving 
force behind the entire debacle was the financial indus- 
try’s irresponsible lending spree, which had inflated the 
decade-long property bubble that burst. 

The money changers (major banks) had pumped tril- 
lions in foreign capital, at low interest rates, into Span- 
ish banks, thus fueling the boom that now left Bankia 
and other lenders saddled with more than €308 billion of 
real estate loans made to developers and commercial in- 
terests. Over €184:bn of these loans were classed as toxic. 
In addition, the banks were holding nearly €700 billion of 
residential mortgages. Home prices had dropped some 25 
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percent, with further declines projected, yet these assets 
are still on the books of the banks at their original value. 

The Spanish script followed a familiar plotline. First, 
the government steps in to nationalize the bank, then 
it pumps bailout money into the bank and declares the 
problem solved. 

In Bankia’s case, the public was told that the cost for 
cleaning up the mess would be around €9 billion and that 
the capital shortfall of the entire Spanish banking system 
amounted to €19 billion. Several days go by and, on cue, 
surprise! surprise!, bailout costs for Bankia alone are “re- 
adjusted” to €24 billion. 


Editor's Note: In plain language, the loan sharks wanted 
their money back and the “wise guys” were again going 
to shake down the downtrodden public to collect on their 
bad bets. “If it was necessary to reactivate credit, to save 
the Spanish financial system, I would not rule out inject- 
ing public funds,” declared Prime Minister Mariano Ra- 
joy, Spain’s Wise-Guy-in-Chief. 


Trendpost: As we have revealed, government pronounce- 
ments constitute one continual stream of lies. “Buyer Be- 
ware!” The goods are defective and the services fraudulent. 

The thrust of this Trends Journal is to clearly illustrate 
with hard data and indisputable facts the parlous eco- 
nomic and geopolitical state of the world. Virtually every- 
thing we have forecast since the “Panic of ’08” began has 
come, or is coming, to pass. 

Our timing, in certain instances, may have been off. For 
example, the predicted “Crash of 2010” did not take place 
as scheduled. Why? Because behind closed doors The Wall 
Street Mob, The DC Gang, The International Mafia Fed- 
eration and other financial crime families have been col- 
luding (as we have shown and continue to show) to prop 
up the doomed financial system with money pumping 
schemes and a variety of back door deals. What should 
have happened years ago is happening now. 

It’s a common belief that “things have to hit bottom 
before they bounce back.” Sounds good, but the bottom is 
nowhere in sight ... and no one can predict where the bot- 
tom is or even if there will be a bounce back. 

What we can predict is that those who continue to be- 
lieve what their government and the media tell them, and 
live their lives based on those beliefs, will pay with their 
money, their lives or both. Prepare — Survive — Prevail. 


Editor's note: The Spanish government is no guiltier of 
lying, hubris, stupidity and incompetence than most other 
governments. Lies are the means to achieve ends, whether 
taking a nation to war, or robbing the people to further 
enrich the already rich. In desperate times, sociopaths-in- 


chief — along with their minions, underlings and hench- 
men — will do whatever is required to gain or retain power, 
and their obedient soldiers will follow orders. 

This is the way of the world in 2012, and the way the 
world is going, it’s going to get much worse. Based upon 
extensive research and analysis, this is what we think. In 
keeping with our motto “Think for Yourself,” you're free to 
think otherwise. 


The Rain in Spain As the options available to 
avert impending crises appeared to evaporate, fear of con- 
tagion spread and expectations grew for a Greek divorce 
from its 1999 shotgun wedding to the eurozone. One day 
it was Spain, the next day Greece, then Cyprus, and the 
day after that ... name the nation, emerging or developed; 
name the market, most erased all the gains they had made 


since the beginning of 2012. 


Emerging Stocks Drop, Head for Biggest 
Weekly Loss Since November 
Emerging-market stocks fell, with the index set 
for the largest weekly loss since November, as 
Chinese and Indian production data and a $2 bil- 
lion JPMorgan Chase & Co. trading loss spurred 

concern that global growth will falter. 

The MSCI Emerging Markets Index (MXEF) 
lost 0.8 percent to 972.79 by 10:55 a.m. in New 
York to push its weekly retreat to 4 percent, the 
most since the week ended Nov. 25. OAO MRSK 
Holding, the Russian state-run power distributor, 
slid the most in seven months following a take- 
over news report. Cnooc Ltd. (883), China’s big- 
gest offshore energy explorer, dropped 2.1 percent 
in Hong Kong. Brazil’s Bovespa rose for the first 
time in four days as Brookfield Incorporacoes SA 
(BISA3) added 1.9 percent. 

Chinese industrial output increased 9.3 per- 
cent in April from a year earlier, lower than the 
12.2 percent median estimate of 32 economists 
surveyed by Bloomberg. In India, production de- 
clined 3.5 percent from a year earlier, less than 
the 1.7 percent gain projected by analysts in a 
Bloomberg survey. The U.S. producer price index 
dropped 0.2 percent in April, the first decline in 
four months. (Bloomberg, 11 May 2012) 


By mid-May, some $4 trillion had been wiped out of the 
global equity markets. Around the world, debt-burdened 
nations and troubled banks were having their credit rat- 
ings slashed by Fitch, Moody’s and Standard & Poors. The 


once-surging Brazilian economy, which grew at 7.5 per- 
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Bankia was formed by the Spanish government in 2010 
through a merger of 7 insolvent banks that had bet heav- 
ily and lost when Spain’s property market bubble blew up. 
In the Spring of 2011, Bankia prepared a €4 billion public 
offering, but the IPO fell flat with global institutional inves- 
tors who were unwilling to put money into it because of its 
risky real estate exposure. 

With the smart money out of the game, the Bankia ban- 
dits and the government wise guys targeted easier marks, 
launching a massive and successful public relations/pro- 
paganda campaign that exhorted Spanish citizens to buy 
shares of Bankia as a patriotic duty to help revive the sink- 
ing economy. 

It was acon game, a ruthless, money-junkie ploy. It be- 
gan with a lie and ended with a lie. Initially, shares were 
touted as a safe investment for the risk-averse. Bankia an- 
nounced a €300 million profit for 2011, only to subsequent- 
ly “re-adjust” those results as a €3 billion loss! Big inter- 
national investors cashed out early, while the little people 
went down with the near-worthless stock. 


REWARD FAILURE 

Yet, for all its billions in losses, the Bankia fiasco will be no 
more than a footnote in the never-ending “Great Book of 
Lies.” Included in this weighty volume are chapters devot- 
ed to hubris, stupidity and the high levels of incompetence 
exhibited by world leaders and policy makers. 

In 2012, who will look back and remember that in 2008, 
as financial panic raged in America, with fears of global 
contagion mounting, Spain’s Jaime Caruana — former Gov- 


The Great Book of Lies 


ernor of Spain's central bank and a top IMF executive in 
charge of assessing global banking risk - sought to calm 
worries about falling real estate prices by declaring “The 
financial system in Spain is able to cope with that and is 
properly capitalized.” 

As a reward for his incompetence, he was promoted to 
chief executive of the Bank for International Settlements, 
one of the plum jobs in the world of finance. 

Not to be outdone by his predecessor, in April 2010, 
José Vinals, who took over Caruana’s spot at the IMF, made 
public assurances that the Spanish system was “funda- 
mentally sound” and its need for cash “very small.” De- 
spite making this absurdly incorrect forecast in the midst 
of the eurozone debt crisis, Vinals continues in his role as 
IMF's top global banking risk assessor. 

Another Spanish loser who won big was Rodrigo Rato. 
Minister of the Economy from 1996 to 2004, First Deputy 
Prime Minister from 2003 to 2004, and subsequently Manag- 
ing Director of the International Monetary Fund (IMF) from 
2004 to 2007, he was promoted to president of Bankia in 2010 
and stood at the helm until its bankruptcy in May 2012. 

In 2007, during his stint with the IMF, Rato issued a re- 
port citing the “dynamism of Spain’s financial system,” as- 
serting that “its strong, prudential supervision and regula- 
tion remain a forte of the economy.” 

Forced from his Bankia post in June 2012, Mr. Rato, un- 
like his equally ruinously wrong-headed colleagues, José 
Vinals and Jaime Caruana, has yet to be rewarded for his 
mistakes. But if history is any precedent, it won't be long 
before he is. E 


(Continued from page 9) 

cent in 2010, was caught in a protracted slowdown, regis- 
tering just a 2.7 percent gain in 2011. Despite a generous 
government stimulus program, this was, after Argentina, 
the second slowest growth performance in Latin America. 
The Brazilian real, once a high-flying currency coveted 
by speculators, plunged in value, hitting three-year lows 


against the US dollar. 


BRIC BY BRIC 
India, the third big BRIC, saw its battered rupee fall to 


new lows against the dollar, despite aggressive interven- 
tion from its reserve bank in response to a year-over-year 
2 percent decline in GDP. The formula yielding this de- 
cline was simple, we have been describing it for years: 
The less Europe and the US consume, the less China, In- 
dia and other low-cost manufacturers and service provid- 
ers produce and sell. The less they produce and sell, the 
less natural resource-rich countries such as Brazil, Chile, 


Canada, Norway, Australia and Russia export to them. 

In today’s world, it’s all connected. From Caterpillar to 
Volvo, Samsung to ABB, major exporters were feeling the 
slowdown. Thus it would stand to reason that, in keeping 
with the sinking economies, commodity prices would also 


fall. And they did: 


Palm Oil Plunges Most in 14 Months 
on Europe Debt Crisis 

Palm oil slumped the most in more than 14 
months on concerns that an escalating debt crisis 
in Europe and a deepening economic slowdown in 
China may curb demand for commodities. 

July-delivery palm oil lost 3.8 percent, the most 
for the most active contract since Feb. 23, 2011, to 
end at 3,150 ringgit ($1,022) a metric ton on the 
Malaysia Derivatives Exchange. That’s the lowest 


close since Feb. 10. 
(Continued on page 13) 
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Trend Forecast: War 
By Dr. Paul Craig Roberts 


aris an easy forecast. Like the Value Line ranking 
W seen that predicts stock values on the basis 

of earnings momentum, the war prediction is 
based on momentum and past performance in Washington. 

Washington has been at war since October 2001, when 
President George W. Bush ordered the invasion of Afghani- 
stan one month after 9/11. Somehow the US invasion force 
was ready and waiting and did not require the usual lengthy 
mobilization period. 

In 2003, the Afghan war moved to the back burner when 
President Bush invaded Iraq, a war that dragged on unsuc- 
cessfully for 9 years. On his 
election, President Obama 
said he did not know what 
the mission was in Af- 
ghanistan, but he poured 
in 30,000 more troops any- 
how, reigniting the conflict. 
With the war now in its 11th 
year, Washington is facing 
another humiliating defeat. 

Undeterred by 11 years 
of failure, the same Wash- 
ington con artists who 
have produced a decade of 
bloodshed and destruction 
to no worthwhile effect 
are now preparing more 
wars doomed to failure. 
More ambitious than ever, 
Washington, now arrayed 
against Iran, is lining up 
against Russia and China 
as well. 

On July 6, Secretary of 
State Hitlery Clinton de- 
clared that “Russia and 
China will pay a price” for 
vetoing Washington's ef- 
fort to use the cover of a 
UN resolution to overthrow the Syrian government. Having 
failed to stop the Taliban, Washington will now undertake to 
teach Russia and China to rubber stamp US foreign policy. 

Washington is surrounding Russia with missile bases and 
attempting to corral China by creating new naval, air, and 
troop bases in the Philippines, South Korea, Australia, New 
Zealand, Thailand and Vietnam. These are enormous new 
commitments for a government deep in debt and with a bro- 
ken economy and a broken financial system. 

As if these far-flung commitments were not enough, Pres- 
ident Obama has utilized the US Africa Command, created by 


President Bush in 2007, to deploy US troops to Central Africa 
to participate in a civil war there. Wherever there is conflict, 
the US Military/Security Complex intends to be a part of it. 

The American people have gained nothing from 11 years 
of war except dead and maimed relatives and friends and tril- 
lions of dollars more in public debt on which to pay interest, 
and that is all Americans will gain from the wars in our future. 
But the Military/Security Complex has gained enormously. Bil- 
lions of dollars in profits have flowed into the armaments in- 
dustry, some of which is recycled in campaign contributions. 
The evisceration of the US Constitution and Bill of Rights has 
put massive unaccount- 
able power into the hands 
of the security agencies. 
Wars mean officer promo- 
tions and retirements at 
higher ranks. As long as 
those calling the shots ben- 
efit, wars will continue. 

War is going to happen, 
because Washington is 
striving for world hegemo- 
ny. After a decade of war, it 
no longer knows any other 
business. 

War is going to happen, 
because Israel wants the 
water resources of south- 
ern Lebanon and requires 
the demise of Syria and 
Iran — both arms suppliers 
to Hezbollah, whose fight- 
ers have twice defeated Is- 
raeli invasions of Lebanon. 

War is going to hap- 
pen because Washington 
is again progressing from 
currency wars to sanctions 
to hot wars. 

War is going to hap- 
pen because Russia and China are ceasing to view the US 
as the “world’s sole superpower,” seeing the US instead as 
an over-extended power with a weak economic base whose 
NATO allies are broke and unhappy with being forced to as- 
sume the financial and military burdens of American empire. 

War is going to happen because China’s economy will 
soon overtake the US economy, and Washington cannot ac- 
cept second fiddle. 

War will happen because the US military is concerned 
about China’s speed in closing the military gap. China has 
demonstrated its ability to knock out satellites in space, thus 
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NO CHILD LEFRBEHIND- 


showing its ability to terminate US targeting systems and 
spy capability. China has deployed missiles capable of de- 
stroying at long range US aircraft carriers, thus neutralizing 
the US Navy’s air power. 

War will happen because Washington has aligned with 
Vietnam in its dispute with China over the resource-rich 
Paracel and Spratly Islands. It has also aligned with the Phil- 
ippines in its dispute with China over the resource-rich Scar- 
borough Shoal. 

War will result because Washington has declared the 
South China Sea an area of US national interest and is financ- 
ing “color revolutions” in former constituent parts of the So- 
viet empire. 

Washington’s NATO allies are beginning to comprehend 
America’s weakness. Weakness flows from the offshoring of 
the economy, the ongoing and unresolved financial crisis, the 
absence of economic recovery, six trillion dollars squandered 
on Afghan and Iraq wars and the doubling of the national 
debt, and the threats of inflation and exchange rate collapse 
inherent in the Federal Reserve’s monetization of US Trea- 
sury debt. How long before Washington’s allies find it prefer- 
able to abandon the alliance and to focus on their own large 


problems? Europe is not being threatened by Russia 
and has nothing to gain from being drawn into a con- 
flict with Russia or from sending soldiers to fight for 
American empire in Afghanistan. 

And now China has put Japan into play. On July 
4 the China Daily reported: “Japanese politicians and 
prominent academics from China and Japan urged 
Tokyo on Tuesday to abandon its outdated foreign 
policy of leaning on the West and accept China as a 
key partner.” 

Faced with the prospect of isolation brought on 
by its hubris, arrogance, overreach, violation of in- 
ternational law and hostility to human rights, Wash- 
ington will choose war as the way to prevent the col- 
lapse of its empire and to keep Americans distracted 
from the failure of the economy to deliver jobs and 
income growth. 

Drowning in hubris, Washington is unconcerned 
that its hegemonic impulse is driving the world to- 
ward war. Washington’s Trans-Pacific Partnership is 
being created as a way to prevent the economic in- 
tegration of Asian economies under Chinese leader- 
ship. At the Southeast Asian conference last week, 
Hitlery declared that China must resolve its disputes 
with the Philippines and Vietnam “without coercion, 
without intimidation, without threats and without 
use of force.” This from Washington, which made no 
effort to resolve its disputes with Afghanistan, Iraq, 
Libya, Pakistan, Yemen, Syria, and Iran “without 
coercion, without intimidation, without threats and 
without use of force.” 

Washington's effort to substitute itself for China 
as the dominant influence in China’s natural sphere 
of influence is angering the Chinese government. 
China is willing to cooperate with the US, but will not be 
pushed around by Washington. If Washington keeps shov- 
ing, war will result. 

Similarly with Russia. Washington wants to install a pup- 
pet regime in Syria partly in order to evict Russia from its 
Syrian naval base. On July 10, The New York Times reported 
that Russia had dispatched 11 warships with marines to the 
eastern Mediterranean to make it clear that Russia intended 
to have a say in the resolution of the Washington-backed 
uprising against the Assad government. 

There are few instances when hubris fails to lead to war 
and defeat. By fomenting strife simultaneously with China 
and Russia, Washington demonstrates a hubris that exceeds 
the hubris of Napoleon and Hitler when those rulers, believ- 
ing in their omnipotence, marched their vast armies into Rus- 
sia and suffered overwhelming defeat. E 


About the author: Former associate editor of the Wall Street Journal and 
columnist for Business Week, Dr. Paul Craig Roberts served on personal 
and committee staffs in the House and Senate, and served as Assistant 
Secretary of the Treasury for Economic Policy during the Reagan Admin- 
istration. 
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(Continued from page 10) 


European officials began to weigh the fallout 
of a possible withdrawal of Greece from the euro 
area even as authorities in Athens struggled to 
form a government, strengthening the dollar as 
a haven. China on May 12 said it would cut the 
amount lenders must set aside as reserves for the 
third time since November, underscoring the gov- 
ernment’s determination to aid economic growth 
that’s poised to slow for a sixth straight quarter. 

“There is a widespread meltdown in commodi- 
ties because of a strong dollar and palm has not 
been spared,” Ryan Long, vice president of fu- 
tures and options at OSK Holdings Bhd. (OSK), 
said by phone from Kuala Lumpur. “Exports from 
Malaysia in the first 10 days of May have also not 
been good.” (Bloomberg, 14 May 2012) 


Stocks, Commodities Drop 
as Euro Weakens on Greek Crisis 
Stocks fell, commodities slid to the cheapest level 
this year and the euro weakened to a three-month 
low amid growing concern Greece will exit the 
European currency. 

The MSCI All-Country World Index (MXWD) 
slid 1.6 percent at 4 p.m. in New York and the 
Standard & Poor’s 500 Index sank 1.1 percent to 
1,338.35, with both slipping to the lowest levels 
in more than three months. The euro slid to less 
than $1.29 for the first time since January. Yields 
on U.S. seven-year debt and 10- year U.K. and 
German bonds fell to record lows, while costs to 
insure against a Spanish default jumped to an all- 
time high. The S&P GSCI gauge of commodities 
dropped 1.1 percent. (Bloomberg, 14 May 2012) 


Commodities Slip 

The S&P GSCI fell to the lowest since Decem- 
ber. Copper futures slid 2.6 percent in New York 
and gold declined 1.5 percent to $1,561 an ounce, 
erasing its gain for the year. New York oil futures 
dropped 1.4 percent to $94.78 a barrel, the lowest 
front-month settlement since Dec. 19. 

Brent crude futures declined 0.8 percent to 
$111.40 a barrel. Saudi Arabian Oil Minister Ali 
al-Naimi said yesterday in Adelaide, Australia, 
that Brent crude, the benchmark price for more 
than half the world’s oil, should trade at about 
$100 as crude supply outweighs demand. 

Speculators cut bets on a rally in commodities 
by the most since November. Money managers 
reduced net-long positions across 18 U.S. futures 
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and options by 19 percent to 723,239 contracts in 
the week ended May 8, the biggest decline since 
Nov. 22, Commodity Futures Trading Commis- 
sion data show. The S&P GSCI Spot Index of 24 
raw materials dropped 6.5 percent in eight ses- 
sions through May 11, the longest slide since De- 
cember 2008. (Bloomberg, 14 May 2012) 


Sold-off Commodities Seen set 

for Further 20 percent Decline 
Already down sharply from peaks set in the first 
quarter of the year, commodities such as metals 
and crude oil look set for further falls while global 
economic conditions remain weak. 

Prospects of Greek default, coupled with falter- 
ing growth in top raw materials consumer China, 
set a negative backdrop for commodities, whose 
price is closely tied to global demand. Even gold, 
traditionally a safe haven in troubled times, has 
lost some of its appeal. 

Some fund managers see major commodi- 
ties down another 20 percent or more in coming 


months. (Reuters, 22 May 2012) 


Trend Forecast: Since gold peaked at $1,920 an ounce in 
September 2011, investors and speculators have been liq- 
uidating gold positions in the belief that an economic re- 
covery was underway and gold would lose its safe-haven 
commodity status. Having fallen some 20 percent since 
then, the word on the street was that the gold bubble had 
burst. Go back to just one month before the latest chap- 
ter of the Greek Tragedy played out. Happy Days were 
here again! This is what we wrote in the Spring Trends 
Journal: 


Econo-Forecast: No Recovery 
In April 2012, the talk is “Recovery.” In the first 
quarter, stock prices surged around the world, 
with some indices enjoying the biggest gains since 
2009. Japan’s Nikkei rose 20 percent, Britain’s 
FTSE and Germany’s DAX were both up by more 
than 14 percent, and MSCI’s Asia Pacific Index 
rose 13.5 percent. Even the Greek market gained 


7 percent after shedding 60 percent in 2011. 


Yet, when economic recovery hopes weren't realized and 
the prospect increased that central banks would again 
attempt to stimulate growth by flooding the markets 
with more cheap money, gold prices should have rallied. 
Moreover, with many currencies losing value, the euro- 
crisis worsening, and with runs on the Spanish and Greek 
banks making news, gold prices should have been on fire. 
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Instead, since the start of May, following election turmoil 
in Greece and new fears over Spain's financial instabil- 
ity, hedge funds and money managers have been dumping 
gold. In just one week they liquidated more than $2 bil- 
lion in gold futures. 

So where is gold going? Into the cellar or through the 
roof? Is gold losing its luster as the currency of last resort? 
In May of 2012, HSBC, Barclays, UBS, and Macquarie, 
along with many hedge funds and money funds, down- 
graded their forecasts. Yet, some central banks remain 
bullish, steadily buying gold even as the price has been 
steadily falling. 

We're running with the bulls. Many speculators have 
had to sell gold to cover bad bets made in futures and eq- 
uity markets. And, while conventional wisdom in May was 
to dump gold and invest in dollars, considering the weak- 
ening US economy and growing national deficits and con- 
sumer debt, we see a strengthening dollar as ephemeral. 
As we have said before, bailing out of a sinking currency, 
such as the euro, and into the dollar, is like jumping off 
the Lusitania and onto the Titanic. 


International Attention 
Deficit Disorder 


The world markets were in turmoil over the possibility 
of Greece exiting the 17-member euro currency zone. It 
was as though such a thought was beyond comprehension, 
rather than a logical consequence of inept and deceptive 
policy decisions at the highest levels. 

The course taken, as well as the opinions expressed, 
over the course of the crisis by Jean-Claude Trichet, for- 
mer President of the European Central Bank, provide tell- 
ing examples of ineptitude and deception in action. 


In 2009, during the opening act of the Greek Trag- 


edy, Trichet played down the cri- 
sis: “I would say that I fully trust 
that taking into account the situ- 
ation that the new government of 
Greece has to cope with in terms 
of the fiscal situation in particu- 
lar, I have confidence that the ap- 
propriate decisions will be taken.” 

Shortly thereafter, in the Spring 
2010 Trends Journal, we wrote: 
“By Spring 2010, the only “ap- 
propriate decision” was to break 
the European Monetary Union’s 
“no bail-out” rules that had been 
established in anticipation of just 
this kind of Greek-style debt prob- 
lem. Eurozone governments and 
the International Monetary Fund pledged a combined 45 
billion euros for Greece to draw on as needed.” 


New Laws for Old Laws Now, three years 
later and after dumping a few trillion more euros into fix- 
ing what that “appropriate decision” was supposed to have 
fixed, not only has nothing been fixed, a series of further 
“appropriate” decisions has made the Greek problems 
much worse. 

And lost in the turmoil is a lesson in law and its selec- 
tive application. 

As though the European Union Treaty were “a verbal 
contract not worth the paper it’s written on” (in the im- 
mortal words of Samuel Goldwyn), a number of European 
leaders were advocating issuing collectively guaranteed 
“euro bonds” as an easy and straightforward solution 
to the eurozone debt problem. Since honoring the bond 
guarantees would fall mainly upon the solvent and fiscal- 
ly responsible euro-nations, it was flatly turned down by 
financially sound Germany (along with Austria, Finland 
and the Netherlands). 

Moreover, there is no legal basis for issuing euro bonds, 
which are, in fact, explicitly forbidden by European Union 
treaties. However, since legality has never stood in the way 
of other bail-out breaches of the EU treaty when banks 
were at risk, the ultimate fate of the euro bond has yet to 
be determined. 

Whatever the case - bonds, no bonds or some other 
money scheme as yet undreamed of - the conclusion to 
the latest scene in the ongoing Euro-drama can be fore- 
cast with confidence. As we wrote in the December 2010 
Trends Journal, when the crisis first erupted: 


“The Greek Tragedy was Act I of the bigger dra- 


14 


The Trends Journal © Summer 2012 


ma jeopardizing the eu- 
rozone’s 
bloc. Economic conditions 
will continue to deterio- 
rate throughout Europe 
and more EMU rules will 


single-currency 


“Whether through negligence, incompetence, 
stupidity, or deceit ... virtually everything the 
euroleaders promised went unfulfilled, and 
everything they predicted proved wrong.” 


“almost over,’ while Chancel- 
lor Merkel rang out the year 
asserting that ECB and EMU 
policies had eased the crisis. 
The crisis had not eased, 
euro-area woes were not over, 


be broken in attempts to 
keep failing nations finan- 
cially afloat. Some nations, unable to meet even 
the barest of EMU conditions, will be forced out. 
Others, rather than face draconian austerity mea- 
sures tied to bailouts, will voluntarily pull out. In 
the midst of the crisis, investors will dump euros 


and buy dollars ... .” 


We had predicted that “bigger drama” as well. Way back 
in December 2001 (in the midst of global “Euro-phoria’) 
we wrote, “When economic conditions worsen, cracks 
within the eurozone could appear as nations break ranks 
in attempts to salvage their separate economies.” 

But, in the Alice-in-Wonderland World of High Fi- 
nance, nothing was what it seemed to be. Disasters were 
temporary setbacks, failures were successes and damning 
facts were positive developments. With debt bombs ex- 
ploding across the eurozone, euro leaders were still insist- 
ing the bombs had been defused. In October 2011, with 
Greece unable to meet its debt obligation, and Italian and 
Spanish bond rates rising to euro-era highs that would 
have made borrowing costs prohibitive, the various heads 
of state put their heads together and declared they had 
achieved success: “If there had not been an agreement 
last night, it was not just Europe that would have sunk 
into catastrophe, it was the whole world,” boasted French 
President, Nicolas “Sarko the American” Sarkozy. 

The German press applauded the role played by Chan- 
cellor Merkel in averting catastrophe. “The world cele- 
brates Angela Merkel” blared the 27 October 2011 head- 
line of Bild, Germany’s largest-circulation newspaper. Der 
Spiegel, Germany’s leading news magazine, also weighed 
in, praising developments that were “above all, to the 
credit of the chancellor” who could now “cash in, politi- 
cally and personally, on her mastery of the chaos.” 

A gaggle of world leaders cheered them on: “Leaders 
recognize that it is an appropriate move ... so people could 
be reassured,” reassured Australian Prime Minister Julia 
Gillard. It was “a new day for Europe and for Greece,” 
cheered Prime Minister George Papandreou of Greece, 
maintaining that accepting bailout money that came with 
loan-shark terms would “pave the way for us to freedom 
from dependency.” 

As 2011 closed out, Mario Monti, Italy’s Technocrat- 
in-Chief, optimistically declared the euro-area’s woes, 


catastrophe wasn’t avoided; 
Sarkozy would lose his re- 
election bid and, far from “cashing in politically,” Merkel’s 
party took a pounding at the polls. As for Greece, the bail- 
out money that was supposed to “pave the way” provided 
no “freedom from dependency.” 


Publisher’s Note: Justice, fraternity and liberty are lofty 
but empty words. Whether through negligence, incompe- 
tence, stupidity, or deceit ... virtually everything the euro- 
leaders promised went unfulfilled, and everything they 
predicted proved wrong. 

Yet, they got away with it, year after year. While a 
few paid the political price and were voted out of office, 
rarely, if ever, are any of the higher-ups held personally 
responsible for their failures. It was yet another example 
of double-standard democracy. They did not have to pay. 
Since it was they who made the laws, the laws saw to it 
that the people paid, until the people could pay no more, 


and, more importantly, would pay no more. 


Trend Forecast: Barely a day goes by without assorted 
world leaders, ministerial flunkies and their spin-machine 
operators assuring the public that they possess the “tools,” 
the “instruments,” the “expertise” to do whatever may 
be necessary to solve whatever the problem or crisis or 
catastrophe may be that confronts them, the nation and 
the world. Victory is always certain, and usually uncon- 
ditional; at worst, victory might “take some time” and/ 
or “require sacrifice” (though never sacrifice by the lead- 
ers themselves, nor their flunkies nor spin machine opera- 
tors). Never, ever, do any of them admit that the problem 
is over their heads and they have no clue how to handle 
it. Rather, radiating self-assurance, they boldly declare 
everything, no matter how challenging or grave, to be fix- 
able. Yet, they get away with it. 

But now, in the Summer of 2012, as new failures com- 
pound old failures, their “know-it-all,” “can-do-it-all,” 
and “know-what-has-to-be-done” pretensions have worn 
thin. Those broad geopolitical/foreign affairs issues that 
leaders pontificate on seem a world away to ordinary citi- 
zens. Putting food on the table or a roof over their heads is 
the predominant business preoccupying the consciousness 
of the hungry, the jobless and the futureless. 

The political platitudes have fallen flat. The en- 
trenched parties will not willingly yield their positions 
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of privilege and power to upstart contenders, and their 
presstitutes will continue to brush off the new challengers 
by using derisive and misleading labels. But that won't 
stop the fight. 

The gloves are off and the battle lines have been drawn. 
Despite having to contend with a legal system skewed to 
suppress dissent and a police force charged with crush- 
ing dissenters, the contenders, having lost everything and 


with nothing left to lose, will fight to the finish. 


Publisher’s Note: Not only will new parties come to dom- 
inate the political landscape, some traditional parties will 
fade into obscurity, even oblivion. From the growing num- 
bers of citizens distrustful of political parties in principle 
and unwilling to submit to decisions made by party bosses 
who ignore the wishes of their constituencies, there will be 
increasingly strong calls for Direct Democracy. (See, “Di- 
rect Democracy: Global Game Changer,” Trends Journal, 
Summer 2011). 


With or without Direct Democracy, regardless of plat- 
form, any new party is ultimately destined to fail. Unless 
it is built upon a strong moral and spiritual foundation, 
it will become as corrupt as what it replaced. Moral and 
spiritual not in terms of religious belief or political ideol- 
ogy, but, the practice of doing unto others as you would 
have them do unto you. Anything that is not the Golden 
Rule is hypocrisy. 


Before the Ink Dried As we were writing the 
Summer Trends Journal, elaborating on how leaders lie, 
deceive, and mislead - and are never held accountable 
for their lies, deceptions and failures - yet another major 
political leader lied, deceived, misled and was not held ac- 
countable for his failures. 

For months, Spanish Prime Minister Mariano Rajoy 
had been reassuring his citizens and insisting to the 
world that Spain’s banking system was sound. He prom- 
ised that his €27 billion in spending cuts and tax in- 
creases (with an additional €27 billion in austerity mea- 
sures scheduled for 2013) would put the country on the 
path to recovery. On 12 April, 2012, Rajoy adamantly 
ruled out a bailout and derided those who insisted Spain 
would need one: “Talking about a rescue makes no sense 
... Spain is not going to be rescued; Spain can’t be res- 
cued. There is no intention and no need, so Spain will 
not be rescued.” 

But, on June 9th, Spain would become the fourth 
country in the 17-member eurozone to be rescued. Yet 
even as the €100 billion bank bailout plans were in the 
works, Spanish officials were lying, deceiving and mis- 
leading, stridently asserting that a bailout was impossible 


and unnecessary. 

Who cared, what difference would it make, who'd re- 
member? The emergency rescue was another vivid ex- 
ample of International Attention Deficit Disorder (LADD). 

Apart from the Spanish people, who are the austerity 
measure/bank bailout’s victims, who in the world really 
cares? Each nation had its own problems to deal with. 
What difference would it make? 


DEFEAT IS VICTORY 

It would make all the difference in the world. The entire 
euro experiment, put in place just a decade earlier, was in 
question. It was more than just the financial lives of 300 
million-plus Europeans that were being placed at risk; the 
entire inter-connected world of trade and commerce was 
being affected. And, while back in June, the €100 billion 
bailout in and of itself didn’t seem like such a big deal, 
it was, in fact, a history-making event, a dark portent of 
what was in store. 

Fewer still would remember they had been merci- 
lessly conned. 

The government tried to spin its capitulation into a 
semblance of victory. After months of insisting no res- 
cue was needed, the Prime Minister and his underlings 
refused to call the rescue a “rescue” — though that’s what 
every leading Spanish newspaper called it. Rather than 
giving it any name at all, Rajoy referred to it as “what hap- 
pened yesterday.” His economic minister, Luis de Guin- 
dos, Minister of Economics, took a glass half full/almost 
pregnant position, maintaining “What we are asking is 
financial support and this has absolutely nothing to do 
with a full bailout.” 

When deputy prime minister Soraya Saenz de Sant- 
amaria was called out by the press for the government’s 
repeated insistence that there would be no bailout, she 
replied, “There are some things that cannot always be 
answered as if they were test questions,” brushing the re- 
porters’ question aside as though it were inappropriate, 
and the months of government deception irrelevant. 

The angry people on the streets of Spain knew the 
answers. Immediately after the package was announced, 
social networkers tweeted down Rajoy as a coward (#ra- 
joycobarde) and the plan was pilloried as a “whitewash.” 

They'd heard this song before. The banks, entirely 
due to their own recklessness and greed, were going broke. 
It was no secret. They'd loaned out billions that couldn’t 
and wouldn't be repaid. But because it’s money that makes 
the world go round, the bankers (a.k.a. loan sharks) do as 
loan sharks do: they intimidate, they extort, they break 
legs and put bullets in heads. They want their money and 
they don't care how they get it. It was nothing personal. If 
millions are made to suffer, that was their problem. It’s 
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just business, and that is how 
business is done: Your money 
or your life. 

The bailout ballad didn’t 
play well with the smart 
money either. They knew the 
€100 billion would not stanch 
the flow of red ink bleeding 


“Leaders lie, deceive, and mislead — and are 
never held accountable for their lies, deceptions 
and failures — yet another major political leader 
lied, deceived, misled and was not held 
accountable for his failures.” 


“Spain is on the right track,” 
and that there would be no 
need for further bailouts. 

The IMF applauded, as- 
serting the bailout was big 
enough to restore credibility 
to Spanish banks. Christine 
Lagarde, IMF managing di- 


the country. With a trillion- 

plus euros in debt, the numbers didn’t add up to rescue. 
The bailout was a bust, nothing had been solved and the 
Street knew it: 


Spain’s Bailout Boost Turns to Global Rout 
Investors gave a thumbs down to Spain’s planned 
bank bailout, setting off a global market rout 
that puts the country and the euro zone in a dire 
position .... 

Instead, confidence in Spain deteriorated 
among the constituency the country most needs to 
impress: the buyers of its government bonds. Af- 
ter a short-lived burst of strength Monday morn- 
ing, Spanish bond yields reversed course and be- 
gan a sharp rise. The 10-year bond was yielding 
6.521%, three-tenths of a percentage point higher 
than at Friday’s close. Bond yields rise when their 
prices fall; a higher yield indicates an increased 
perception of risk. 

Credit-default swaps on the Spanish govern- 
ment, insurance-like contracts that pay off if Spain 
defaults, zoomed Monday into record territory. 

Similar U-turns were seen across financial 
markets. Spain’s benchmark stock index jumped 
as much as 5.9% before ending down 0.5%. Other 
European stock markets started the day strong but 
steadily lost ground. Italian stocks dropped 2.8%. 

In the U.S., the Dow Jones Industrial Average 
rose almost 100 points before tumbling to close 
down 142.97 at 12411.23. U.S. bank stocks were 
among the biggest drags on the market ... . 

Cheers for the plan lasted just hours - by the 
end of the trading day any euphoria had evapo- 
rated and was replaced by gloom. That suggests 
Europe is quickly running out of time to find a 
bolder fix for the growing sovereign-debt crisis. 


(WSJ, 11 June 2012) 


Wrong-again-Rajoy was wrong again. Hours before the mar- 
kets opened, on his way to Poland to watch a soccer match 
on the public’s dime, the Prime Minister boldly declared 
“this matter [Spain’s banking crisis] is now resolved.” Ger- 
many’s finance minister, Wolfgang Schaiible agreed that 


rector, echoed the enthusi- 
asm: the plan provided “assurance that the financing 
needs of Spain’s banking system will be fully met.” And 
in America, Treasury Secretary and financial Pom-Pom 
Boy-in-Chief, Timothy Geithner, called the plan “im- 
portant for the health of Spain’s economy and as con- 
crete steps on the path to financial union, which is vital 
to the resilience of the euro area.” 

Investors, unmoved by the cheerleading, saw it as a 
good deal only for banks and their shareholders, but a 
burden for the government that would take on more debt 
and the taxpayers who would be responsible for paying 
it off. The Spanish daily, El Mundo noted that the €1.8 
billion per year interest payments on the loan would 
“oblige the government to tighten the austerity thumb- 
screw even further ... One thing is for sure: no one lends 
€100 billion without demanding anything in return.” 

Days later, the yield on Spain’s 10-year bonds, an in- 
dicator of the risk of holding that debt, rose to 6.96 per- 
cent, the highest since the euro was introduced in 1999 
- just a hair below the 7 percent that the financial world 
regards as the interest rate of no return, beyond which 
there is no possibility of ever servicing the debt. 

The complex machinery of state - government, finan- 
cial sector, media - had been set in lock-step motion, 
devoted to nothing other than rescuing the banks. There 
was no need to justify the action. The banks were sacred, 
holy, sacrosanct, indispensable to the life of the planet. It 
was as self-evident as the fact that “all people are created 
equal” ... especially if they were bankers and investors 
and therefore, like George Orwell’s pigs in Animal Farm, 
more equal than others. 


The Remedy It was apparent from the market re- 
actions that the quick-fix Spanish remedy was an instant 
failure. From around the world, experts of all persua- 
sions weighed in on what was needed to really fix the eu- 
rozone, while a minority argued that the problems could 
never be solved. 

With the business headlines mainly devoted to Spain, 
and the Greek crisis on hold in anticipation of mid-June 
elections, the attention of the financial markets was be- 
ginning to turn to Italy as the next troubled-state-in- 
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The Immoral of The Story 


Only when you follow the story from the start, stay 
abreast of how it develops, carefully parse the language 
to unspin the spin, get your information from a wide range 
of sources and analyze the data for what it is — rather than 
for what you want it to be —- can you hope to arrive at an 
objective conclusion. When this process is followed in ob- 
serving and analyzing the Spanish banking crisis, it leads 
us to two conclusions: 


1. It is, above all else, a con game. The con artists 
(heads of states, chiefs of finance and assorted techno- 
crats) will say anything, do anything and promise any- 
thing in order to instill “confidence” in the markets and 
mollify the people. 

2. It is crystal clear and undeniable that all these lead- 
ers, authorities and experts shooting off their mouths 
do not have a clue as to how to solve the crisis. 


Who is Mariano Rajoy? He is a colorless, lackluster opera- 
tive who knew how to work his way up through the ranks 
by being a good soldier and not rocking the boat. The door 
to his political party - or, more accurately, his mob fam- 
ily - had been opened for him by his father, a judge (i.e. 
enforcer) during the Franco dictatorship. 

Renowned as a coward who maintained ambiguous 
silences at critical times, Rajoy made headlines in April 
when, confronted by journalists in the lobby of Parliament, 
he ran for the exits rather than answer questions that he 
had been refusing to answer for weeks. What qualified 
him (or most any other world leader) to make momentous 
decisions affecting the lives of millions? 

Nothing! And the public knew it. With an approval rat- 
ing of 37 percent, the best that could be said of him was 
that he was disliked slightly less than the leader of the op- 
position, who had a disapproval rating of 69 percent. 


The numbers did not lie. It isn’t only the Spanish pub- 
lic that no longer believed in either of the ruling political 
mobs, it was a global trend. In the US, for example, only 17 
percent of Americans approve of the job Congress is do- 
ing. Had the legislative branch of any nation at odds with 
Uncle Sam registered a 17 percent approval rating, Hillary 
Clinton — the world’s most vociferous advocate of “democ- 
racy” — would be screaming for sanctions, intervention, 
the arming of rebel forces and the overthrow of such an 
undemocratic regime. 

How do putatively democratic governments with such 
dismally low approval ratings manage to stay in power 
as long as they do? It was easy. By definition, it is orga- 
nized crime: “Organized crime or criminal organizations 
are transnational, national, or local groupings of highly 
centralized enterprises run by criminals for the purpose 
of engaging in illegal activity, most commonly for mon- 
etary profit.” 

Elections are little more than turf wars between po- 
litical crime families. But rather than fighting it out on 
the streets, to give it an air of legitimacy, the battles are 
waged at the ballot box. Republican, Democrats, Social- 
ist, Bonannos, Gambinos, Lanskys, the methods differed 
but the motivation is the same: monetary profit and per- 
sonal power. 

And just as the old crime bosses died, were killed or de- 
throned and their families dissolved, so, too, the political 
crime syndicate is now under threat. 

The time is ripe for new parties and new systems. Will 
the openings be filled with something new or will the po- 
litical mob continue to rule? The outcome depends upon 
one thing: the will and spirit of the individual. Will people 
take their destiny into their own hands or continue to kneel 
before their oppressors; their “leaders,” “lawmakers,” “ex- 
perts” and “authorities?” E 


(Continued from page 17) 

waiting. But suggestions by Austria’s finance minister 
that Italy would soon be asking for a bailout were angrily 
rejected as “inappropriate” by Italian Prime Minister 
Mario Monti who insisted that Italy would need no as- 
sistance. 

The remedy du jour was the great euro bond proposal. 
This scheme was designed to preserve the integrity of 
the eurozone by issuing debt (euro bonds) on behalf of 
all 17 euro countries. These would be common, jointly 
guaranteed bonds that would prevent markets from dif- 
ferentiating between the credit-worthiness of different 
government borrowers. In turn, it was proposed, this 
would solve the debt crisis by spreading the risk. It was 
argued that such bonds were essential to break the vi- 


cious circle of high, and rising, sovereign indebtedness, 
weak banking systems, excessive fiscal consolidation 
and lower growth. 

In other words, the most indebted countries (deep in 
depression and recession, with tax revenues declining 
and unable to borrow) would be rescued from default by a 
common bond guaranteed by all 17 members. The down- 
side was that fiscally sound member countries would be 
called upon to carry a debt burden they did not create. 

Unsurprisingly, Germany, the nation that would be 
obliged to bear the heaviest burden, initially resisted. 
“There is no way of introducing them [euro bonds] under 
the current treaties. Indeed, there is an explicit ban on 
them,” one senior German official said, adding that Berlin 
would not drop its opposition in the foreseeable future. 
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“That’s a firm conviction which will not change in June.” 

But as the June summit approached, that firm convic- 
tion softened. Pressured by the International Monetary 
Fund, the Organization for Economic Co-operation and 
Development and Francois Hollande, President of France 
- and with the prospect of a euro breakup increasingly 
imminent - Germany left the door open for some form 
of cooperative action to save the euro and create a more 
perfect euro union. 


Trend Forecast: Ít is not impossible that some form of 
euro bond scheme may be devised that Germany, and 
other nations opposed to the existing plan, could accept. 
If one is implemented, it could ease the financial tensions 
and temporarily prevent the debt bomb from exploding. 
However, the fuse has been lit and nothing short of a 
total system change will defuse it. 


Trend Analysis: It is only through having a clear under- 
standing of the timeline of events that a clear picture of 
where they will lead is possible. Mainstream coverage, 
even when done in depth, tends to obscure the big picture 
by concentrating on the “breaking news” details. 

The blow-by-blow account of the euro-crisis, given 
above, provides a precise timeline of how events un- 
folded, how each one has been perceived, and how each 
should be addressed. As trend forecasters, it is important 
to recognize how, with each passing day, the headline 
news shifts focus from one crisis to the other. First there 
was Ireland, then Portugal, then Greece, now Spain. To- 
morrow Italy, and the next day the world: 


Central Banks Warn Greek-Led Euro 
Stress Threatens World 


Central banks intensified warnings that Europe’s 
failure to tame its debt crisis threatens to roil 
the world’s financial markets and economy as 
Greece’s election in two days looms as the next 
flashpoint for investors. 

Monetary policy makers from the U.K. to Ja- 
pan and Canada sounded the alert about poten- 
tial fallout from the single currency bloc’s trou- 
bles. They spoke as Group of 20 leaders prepare 
to meet in Mexico next week amid the weakest 
international economy since the 2009 recession, 
with a video call for European heads of govern- 
ment scheduled for today. 

A victory by Syriza, the party that promises to 
renege on Greece’s end of the bailout deal, could 
speed the nation’s exit from the euro. Absent a 
quick fix from divided European governments, 
central bankers may have to engage in fresh cri- 


sis-fighting of their own to ensure markets oper- 
ate and their economies grow if the election jolts 
investors. 

The crisis has created a “large black cloud 
of uncertainty hanging over not only the euro 
area, but our economy too, and indeed the world 
economy,” Bank of England Governor Mervyn 
King said in London late yesterday. (Bloomberg, 
15 June 2012) 


Presto Change-o [n just one day, Spain, which 
for weeks had been the financial crisis that threatened 
to roil the world’s financial markets and economy, was 
pushed aside. Once again, the Greek Tragedy moved 
center stage and once again, it was a fix-or-perish pros- 
pect. A financial life-or-death, a do-or-die situation. 
While there was a general agreement on a contagion 
factor (failure to solve the problem in one nation would 
infect other susceptible nations), the constant pitch to 
the public was that if crisis “A” were fixed, the situation 
would stabilize, contagion would be averted and growth 
and prosperity would follow. 

The entire drama was nothing more than a financial 
soap opera. “Let’s Deceive the Public” had been playing 
since the onset of the “Panic of 08,” when political lead- 
ers and financiers assured the people that there would be 
no financial crisis. And then, in response to a worsening 
crisis that could no longer be denied, they initiated an 
ongoing series of schemes to fix the myriad problems 
that, in fact, their actions and policies had triggered. 

As the drama escalated, every episode ended with a 
financial cliffhanger, only to be superseded the follow- 
ing week by another unresolved and unresolvable cliff- 
hanger. And so, in keeping with soap opera tradition, 
with Spain in dire straits and Greece heading for the 
precipice, lurking behind the scenes was the Irish dam- 
sel, once thought rescued, but again in distress: 


IMF urges Europe to help refinance 
Irish bank bail-out 

The International Monetary Fund on Friday 
urged Europe to help Ireland refinance its crip- 
pling bank bailout and consider taking equity in 
state-owned banks to help Dublin return to bond 
markets and avoid a second bailout next year. 

“Tackling the issues remaining from Ireland’s 
deep banking crisis in a proactive manner has 
become critical, and such efforts would be most 
effective as part of a broader European plan to 
stabilize the euro area,” the report said. (Bloom- 


berg, 14 June 2012) 
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Trend Note: Although we made this point earlier, we re- 
emphasize it because it is a pattern: Those “in the know” 
dont know. They only pretend to know. 

Out of the volumes of press coverage, an impression was 
created that the experts, authorities, politicians and pun- 
dits — even when they disagreed with each other — knew 
what they were talking about. It was only by following 
the story closely and referencing an array of global media 
sources that it became transcendently clear that they were 
all full of shit and making it up as they went along. 

The proof was that not only were the problems not 
solved, they were exacerbated. 

Yet, the central bankers, and grandiosely labeled 
“monetary policy makers” were allowed to get away with 
it. Political and financial royalty pontificated in voices 
of authority from their financial palaces and pulpits, 
while the presstitutes persisted in kowtowing to them. As 
for the general public, apart from a tiny percentage of the 
financially attuned, most didn’t know, didn’t care, and 
couldn’ tell you the difference between IMF, EU, ECB 
and ABC. 


THE SHADOW KNOWS! 
There was no solving the European debt crisis. Despite 
big promises made by “leaders” attending the G-20 meet- 
ing in Mexico, it concluded with no breakthrough. The 
buzz quickly died down and gave way to a “great deal of 
anxiety among investors,” according to ECB executive 
board member Benoit Coeuré. “Political choices have to 
be made,” he explained, “and it’s not surprising that mar- 
kets are in disarray because they don’t know the answers.” 

Of course it was “not surprising.” The markets didn’t 
know the answers because the G-20 politicians didn’t have 
the answers. These weren't brilliant minds with proven 
track records. They were the exact opposite. They were 
no more than career politicians whose careers were lit- 
tered with policy failures. “More fundamentally,” Coeuré 
continued, “we are now in the third year of the European 
crisis and coming to a point where some of the short-term 
fixes have been tested and exhausted, and deeper ques- 
tions are being asked.” 

Third year? Short term fixes? Tested and exhausted? 
In blunt language, what this means is that after three 
years and trillions spent, their quick (short term) fixes did 
no more than temporarily bail out banks that had made 
bad bets and fallen deeply in debt, while driving a number 
of European nations into depression. 

As for “deeper questions being asked:” the only 
“deeper questions” worth asking were why anyone in 
their right mind would still be asking these people any 
questions at all? And who in their right mind would be- 
lieve them? 


Money Magic The big day had arrived. On June 
28th, the leaders of France, Italy, Spain and Germany 
would be summiting it up again, this time in Brussels, to 
fix, once and for all, the sovereign debt crisis threaten- 
ing eurozone stability. The world equity markets had been 
anxiously awaiting the outcome. On June 2lst, Italian 
Prime Minister Mario “Three Card” Monti had warned 
that there was no room for failure in talks between the 
single currency’s big four countries: “We have a week to 
save the eurozone.” he asserted, painting an apocalyptic 
scenario of a Europe descending into a political and eco- 
nomic death spiral unless an agreement was reached. 

And once again, the Eurowizards responded by pull- 
ing more money out of the hat. And once again, on cue, 
as they had done with each of the preceding cheap money 
tricks, the crowd cheered: 


European Stocks Surge 
After Leaders Ease Crisis Rules 
European stocks rallied the most in seven months 
after policy makers eased repayment rules for 
Spanish banks, relaxed conditions for possible aid 
to Italy and unveiled a $149 billion growth plan 
for the region’s economy ... . 

“The European summit has given a very pre- 
cious chance to Italy and Spain,” said Theodore 
Krintas, managing director of Attica Wealth Man- 
agement, which manages 100 million euros ($126 
million). “They’re addressing directly the needs 
of both countries to reduce their funding costs. 
They will be addressing all other banking unifi- 
cation issues in a very short period of time. By Eu- 
ropean standards, this is a quick move.” (Bloom- 


berg, 29 June 2012) 


Yes, like any magic trick, it was a “quick move.” Hundreds 
of billions of euros were created out of thin air and, with 
a wave of the euro-wand, they were transported directly 
into the banks. Germany, after months of denying that it 
would succumb to another magic money trick, caved in. 
Or appeared to cave in. In fact, the German banks had 
also made irresponsible loans to the Italian, Spanish and 
Greek banks being bailed out. So, in reality, Germany was 
also bailing itself out. 

But that’s not the way it was being reported! It wasn’t 
just the troubled eurozone nations that needed a quick 
jolt of cash. In fact, it was the entire global banking ca- 
bal that was being bailed out. It wasn’t as though France’s 
new president, Francois Hollande, took pity on those 
austerity-ravaged, depression-suffering nations. He, like 
his colleagues, was no more than a “wise guy” for the 

(Continued on page 26) 
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The Great Global Depression: Phase Ill and IV 


by Nomi Prins 


T= Great Depression of the 1930s had its origins in 
an unregulated Wall Street’s wanton speculation, 
before spiraling out to Europe and beyond. Similar- 
ly, the economic devastation of the late-2000s was sparked 
by a dangerously complex, inadequately regulated, Ameri- 
can and European financial system dominated by the same 
banking syndicate that was behind the Crash of ‘29. 

Massive national borrowing to repay and subsidize flail- 
ing banks has led to another global economic depression 
that has been parceled out in sequential phases. History, as 
is too often the case, is repeating itself. This time around, 
five years in, we have experienced the first two phases: the 
U.S. and European Depressions that | detailed in the Spring 
2012 Trends Journal. 

The reckless, predatory mentality that led to this depres- 
sion leaves citizens at the mercy of banks and complicit po- 
litical leaders that permit and encourage unprincipled finan- 
cial gamblers to spread economic ruin far and wide. As has 
frequently been demonstrated, if betting opportunities dry 
up in one area of the globe, speculators, or “hot money” will 
seek returns elsewhere. That is exactly the pattern underway 
today. If the general direction of the global economy is look- 
ing downward, it’s only a matter of time before seemingly 
healthy economies become sick. 

Asia and Latin America exist on the same financially- 
codependent planet as the US and Europe. Regional trade, 
banking relationships, bets and derivatives are irreversibly 
intertwined. With European and American markets sucked 
dry, Asia and Latin America will be the scene of the next two 
phases of the Global Depression. 

The signposts to perdition are clear. The residential hous- 
ing and commercial property markets of China and sur- 
rounding Asian countries are faltering. Growth is slowing 
down, in an accelerated fashion, everywhere. Asian stock 
markets have given up most of the gains made since early 
2012, and are down significantly since 2010. The big money 
that hightailed it to Latin America in the past couple of years 
is leaving, and unfortunately, those nations won't be able to 
withstand the related financial volatility. 


PHASE III: 

ASIAN SPECULATION AND DOWNFALL 
The Chinese philosopher Lao Tzu said “To know that you have 
enough is to be rich.” But selflessness doesn’t fly in the global 
economy. While the world focused on revolts in the Middle 
East and Euro-survival debates - and with America stead- 
fastly denying its economic problems amidst inane campaign 
banter — banks were re-calibrating their sights Eastward. 

During the pre-crisis years of the early-to-mid 2000s, 
banks sold collateralized debt obligations, or CDOs, not just 
in the U.S. and Europe, but even to the unlikely population of 


South Korea, (in addition to small towns in Norway, and in 
any other place on the globe that had willing buyers.) These 
CDOs were comprised of toxic tranches, or slices, of securi- 
ties based on flimsy foundations, such as subprime residen- 
tial and commercial loans. But on paper, the CDOs looked 
sweet: minimal investment and unthinkably big returns. 

Banks moved aggressively to infiltrate Asia’s central com- 
mand post — China’s banking and derivatives markets — in 
tandem. Chinese regulators overcame some initial reticence 
and soon relaxed constraints for foreign banks to hook up on 
joint ventures with local banks gaining regional access. 

It’s no surprise that JP Morgan Chase was particularly 
aggressive in moving into China; international revenue con- 
stitutes 30 percent of its total revenue. In July 2011, Chase 
launched a joint venture with the Chinese firm First Capital 
Securities and began underwriting local initial public offer- 
ings, as well as IPOs, on the new international board of the 
Shanghai Stock Exchange, where foreign companies could, 
for the first time, issue Yuan-denominated shares in China. 
Between the Shanghai and Shenzhen stock exchanges, $72 
billion was raised in IPOs in 2010 —- more than what was 
raised on the New York and Hong Kong exchanges. (The fig- 
ure dropped to $54 billion in 2011, indicating a sharp, omi- 
nous reversal continuing in 2012.) 

Riding this initial wave, Chase boldly proclaimed in late- 
2011 that it would triple its revenue in China within five years. 
Joseph Regan, Vice Chairman of JP Morgan China, told China 
Daily that the firm would provide “one-stop financial servic- 
es to large enterprises that want to expand internationally.” 
JP Morgan Chase also has plans to expand its physical com- 
modity trading subsidiary in China, as do other US banks. 

Heightened IPO traffic from foreign speculators, grow- 
ing derivatives trading, and an unstable global economy has 
blended into a mélange of desperate risk-taking. The timing 
is particularly dangerous, given that it coincides with a slow- 
down of growth in China. 


CHINA 
To US politicians and mainstream media outlets, China is 
that bandit country that “steals” American jobs and artifi- 
cially deflates its currency. In reality, US banks and corpo- 
rations are the proactive players in that equation. And, if 
China’s growth continues to slow down, or contract, it won't 
increase the number of jobs — anywhere. 

That’s exactly what’s happening. The Shanghai Stock 
Market reached a high of nearly 5500 in January 2008. It now 
stands at less than half that, just over 2300, amidst a fast 
outpouring of speculative capital, particularly in real estate 
investments, which preempts greater economic collapse.* 
China’s GDP is now at a three-year low. Its annual growth 
rate has declined from 13 percent in early 2008 to 11.9 per- 


The Trends Journale Summer 2012 


21 


cent in the second quarter of 2010 to 7.6 percent in the first 
quarter of 2012. 

China is the world’s largest holder of U.S. government 
debt securities, at $1.15 trillion. (Japan is the second-larg- 
est, at $1.07.4) This is a big part of the reason that the dollar 
hasn't sunk. It is certainly not because of stellar US economic 
policy, but rather because the situation in Europe is much 
worse than in the U.S. and China would lose too much mon- 
ey if it regurgitated those Treasuries. Rather than dumping 
them into the market and suffering a loss, as its growth stalls 
China will “leg-out” (unwind/close out) of its U.S. treasuries. 
The dollar will decline and the Yuan will appreciate naturally, 
becoming a more dominant global currency, in a more De- 
pressed world. 

To counteract domestic slowdown, China is spreading its 
banking wings. Recent Fed approval for China to buy into 
more US banks and widen its US presence plays into Chi- 
na’s strategy to expand globally — at a time of waning global 
growth — just as American and European banks are doing in 
Asia and Latin America. By the end of 2010, the five biggest 
Chinese banks had established 89 overseas offices in Asia, 
Europe, North and South America, Africa, and Oceania, af- 
filiated in 10 overseas enterprises. 

The Chinese government attempted to contain domes- 
tic speculation, especially in housing, with measures like 
increasing down-payment requirements. Still, home prices 
climbed — until late-2011, as the government simultaneously 
embarked on ambitious programs to provide home loans. 
Yet, in a troubling signal of things to come, the Chinese Acad- 
emy of Social Sciences predicted that average home prices 
would drop by 5.3 percent this year. S&P pegs that drop at 10 
percent.® The four largest state-owned Chinese banks, repre- 
senting 40 percent of national lending, showed large drops 
in loans this year.® 

In addition, China’s building developers have stopped 
developing. The government line is that intervention from 
national regulators cut back real estate speculation.’ But, ac- 
cording to S&P, a high concentration of property developers 
are rated as junk, with limited funding options, because of 
risky property investments. The more the downturn in de- 
mand, the more these developers will face a liquidity crisis, 
and property projects and sales will be abandoned. In the 
US and Southern Europe, building developers were the first 
group of speculators to buckle before the greater housing 
market crash. We are seeing that same trend in China. 

Overall, Chinese home prices have dropped 20-30 per- 
cent from their 2009 highs. (US home prices are down some 
25 percent from their 2006 highs). As of May 2012, housing 
prices in two-thirds of the 70 largest cities in China had fallen 
from the previous year. In second- and third-tier cities, there 
are gluts of private housing and empty apartments ... while 
there are shortages of public housing.® 

China has monetary woes, too. The People’s Bank of Chi- 
na raised interest rates three times during 2011 in an effort to 
fight inflation. It subsequently cut bank reserve requirements 
three times since December to bolster economic growth, 


which then declined to its slowest pace in three years.° On 
June 7, the PBC announced its first rate cut of .25 percent, to 
“keep its economic expansion from cooling off too quickly.” 
Those words belie a disturbing situation: China succumbing 
to expanding global depression."° 

In a far more subdued fashion than in the US, China 
propped up its economy by printing money. The govern- 
ment provided a $635 billion (four-trillion Yuan) stimulus in 
2008 — pouring Yuan into real estate and various expanding 
sectors." The move was to counteract the sub-prime crisis, 
and the PBC has been hesitant to do more, but it also doesn’t 
want growth to decline, so it’s likely we'll see a fresh round 
of subsidies soon. 

Inflation, declining development, and specious specula- 
tion by US banks and financial stalkers are serious concerns: 
jobs round out the final big piece of the puzzle. Last year, 
unemployment in urban areas in China was 4.1 percent, and 
more than 12 million jobs were added in major cities. Premier 
Wen Jiabao promised the government would create another 
12 million jobs and keep the unemployment rate below 4.6 
percent.’ But 25 million people are joining the workforce 
this year, half of them college graduates, and another nine 
or 10 million rural residents are seeking urban jobs. Chinese 
youth are already complaining about the lack of jobs. We will 
see a rise in unemployment. 


TAIWAN 

Despite accelerating decline, China remains the region's 
cornerstone of stability, which makes it more alarming that 
peripheral countries (leaving aside chronically depressed Ja- 
pan) are cracking. Notably, of the $5 trillion in US public debt 
held by foreign countries (Asia holds more than $2.7 trillion 
of US debt) Taiwan is the fourth-largest holder in the region, 
at $188 billion." 

Though small in the scheme of things, the signs aren't 
good. Taiwan is quietly doubling its debt issuance.” The Cen- 
tral Bank of Taiwan issued 4.1 billion NT (New Taiwan dol- 
lars) in 2008 and 4.8 billion NT in 2009, roughly average for a 
decade. But in 2010 and 2011 it issued roughly 6.2 billion NT 
each year and is on pace to issue nearly 8 billion NT for 2012. 

While debt rose, the Taiwan stock exchange plummeted 
from more than 9000 in early 2011 to 7000, a drop of 22 per- 
cent. Annual GDP growth dropped to near zero from al- 
most 13 percent in mid-2010. That’s one of the fastest drops 
on the planet. 

After having enjoyed years of solid growth, export-reliant 
Taiwan saw a 16.8 percent year-on-year decrease in exports in 
early 2012, with mining, communications and electronic prod- 
uct demand dropping significantly. Imports contracted by 11.9 
percent year on year, with import of machinery and equip- 
ment down nearly 30 percent. If China declines, nations like 
Taiwan will continue to do so faster, and with more intensity. 


SOUTH KOREA 
Likewise, South Korea’s stock market took a nosedive. From 
highs of 2200 in April 2011, it has dropped 18 percent to 1880, 
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while overall annual growth has fallen from 8.7 percent to 2.8 
percent over the same period." 

South Korea’s low investment criteria made it a regional 
sitting duck for US and other bank brokers. On November 
15, 2011, the 57 percent government-owned Woori Bank, the 
largest bank in South Korea, sued Citigroup, Bank of Amer- 
ica-Merrill Lynch and Royal Bank of Scotland for over $300 
million in derivatives losses, the tip of a bigger iceberg. 

Woori, the biggest casualty to date of US subprime as- 
sets in South Korea, wrote off $1.5 billion in US credit de- 
fault swaps and CDO investments made in 2005 and 2006. 
In 2009, Korean regulators accused Woori of poor internal 
controls in purchasing those securities, although it was the 
two funds launched in 2005 as joint ventures with Woori 
Credit Suisse Asset Management and Woori Bank that 
bought them. 

The funds lost 100 percent of their value. A group of in- 
vestors filed a $2.9 billion damage suit and won a settle- 
ment of $2.03 billion from the high court, a record 70 percent 
award, against Citigroup, Bank of America-Merrill Lynch and 
RBS. These are the types of international settlements that 
US banks downplay in their SEC filings and self-assessments 
of health. 

As derivatives trades are still dragging down funds and 
banks — and losses will be forthcoming — South Korea’s ex- 
ports declined for a third straight month. Shipments to the 
US and the European Union dropped 16.5 percent and are 
headed further downward. 


HONG KONG AND SINGAPORE 

Hong Kong and Singapore have developed export econo- 
mies dependent on the strength of their partners. Ten per- 
cent of the exports of each go to the eurozone. Additionally, 
Singapore has 10 percent of exports going to China, while 
half of Hong Kong's export trade is with China. By compari- 
son, the eurozone comprises 20 percent of China’s exports. 
Local banks in Hong Kong and Singapore that lend primarily 
to companies focused on exports to China and Europe are 
witnessing rapid declines in the quality of their assets, which 
will lead to higher funding costs or failures. 

Perhaps most strikingly, European banks account for 40 
percent of private sector credit to Singapore. If (or when) 
those banks enter deep survival mode, that credit will shrivel 
up. Shaky credit sources are less of a problem in Hong Kong, 
but the effects would still be felt. Loan quality would degrade 
and nonperforming loans would escalate. 

On the flip side, local banks lending to companies with 
greater reliance on European demand are also in jeopardy. 
To make matters worse, Hong Kong and Singapore banks 
have high concentrations of property-related loans on their 
books. As the global depression deepens, property markets 
in Hong Kong and Singapore will slump. Property develop- 
ers would be unable to repay loans, which in turn would hurt 
the general economy and the local banking system. We’ve 
seen this same cycle play out all over the world, from the 
United States to Greece to Ireland to Spain. 


INDIA 

In various bank recommendations and media exaltations over 
the past couple of years, India was considered the next glob- 
al hotspot after China (the “I” in that beacon of speculative 
hope, the BRICs.) No more. The rupee has plunged to historic 
lows against the dollar and is down 30 percent in the past 
year. Annual inflation is about 7.0 percent, and public deficits 
are growing. Thanks to the rupee plunge, foreign speculators 
have fled India’s stock market. Domestic investors, too, are 
seeking deals beyond India. 

The country imports nearly 80 percent of its oil, so cur- 
rency depreciation plus oil price hikes could be harsh on the 
average Indian citizen. What’s worse for the local population 
is that food prices have risen at a faster pace during the past 
three years than the five years prior, not only increasing in- 
equality, but slowing consumer demand. 

In the past two years, big banks in India enticed large U.S. 
and international retailers such as Walmart and Tesco, to sub- 
urban towns like Guwahati. Small-town Americans will find 
the pitch familiar: more local jobs, and the ability to “force- 
feed the support infrastructure that these cities so badly 
need,” as one editorial in The Economic Times put it. 

But the consequences of rampant, uncontrolled develop- 
ment will be sadly consistent with those in US foreclosure hot 
spots, like the outskirts of Las Vegas, Miami and Los Angeles, 
where new developments lost up to 75 percent of their value 
following similar pledges. Inflated prices for locals will be fol- 
lowed by a bust, a spate of defaults in local Indian banks, and 
downgrades. 

The last time India’s central bank lifted rates was in late Oc- 
tober, 2011. That won't be happening again any time soon. An- 
nual GDP growth in India has nearly halved, from 9.4 percent 
in the beginning of 2010 (roughly the same as 2008 pre-crisis 
levels) to 5.3 percent (a nine-year low). India’s stock market, at 
16,705, is down 20 percent from its early 2010 levels. The key 
benchmark interest rate has doubled from 4 percent, in early 
2009, to 8 percent. 

India’s in a bind. It can’t lower rates without sparking infla- 
tion; and it can’t raise rates without stunting growth. Trade defi- 
cits leapt 50 percent between 2010-11 and 2011-12, as exports to 
the West shrunk in connection with Phases | and II of the global 
depression. But rather than deal with its domestic issues, the 
government has been raising its foreign investment cap and 
allowing pension funds to play in the stock market, which will 
ensure massive losses for the senior community. 

In a mid-June report, titled “Will India be the first BRIC 
fallen angel?” bond-rating agency Standard & Poor’s warned 
that India could be downgraded due to slowing GDP growth, 
“political roadblocks,” and below-investment trade. 

A more worrying indication of doom is that credit default 
swap spreads for four of the largest banks in India have dou- 
bled over the past year. India is much bigger than Greece, 
whose downgrade to ‘A’ spawned disaster, with a lot more 
room to fall. A spate of downgrades will have a devastating 
impact for India, the rest of Asia, and the world, as Phase III 
stretches into full gear in the next two years. 
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PHASE IV: 
LATIN AMERICA 

Latin America is no stranger to the role of bull’s eye for inter- 
national gamblers. But during the US and European specula- 
tive booms of the early-to-mid 2000s, Latin America wasn’t 
a target - at first. That initial lack of attention insulated the 
region from the first phases of the Depression, and is the 
reason why countries like Peru showed higher growth rates 
than China or India in the early 2010s. 

But Latin America returned to big bank focus in early 
2011, attracting speculative capital exiting Europe and the 
US. After just 18 months — in the wake of slow growth, declin- 
ing markets and ultimately, debt and economic decline — that 
capital is leaving. 

The current Depression is still to unfold in the region, but 
the ball is rolling. Sharp economic slowdowns in major coun- 
tries — Brazil, Peru and Chile — started at the end of last year. 
This year, that decline broadened to Mexico, Argentina and 
Columbia. 

Yet, just like in the 1920s, big banks are still plowing the 
resource-rich region in desperation for the last remaining 
grand bet. During the late 1920s, as the region was already 
hurting from the economic decline of Great Britain, US banks 
hit it up for deals, assiduously raising more debt for coun- 
tries like Peru, Cuba and Brazil via unsuspecting investors, 
and cloaking the truth about their hurting economies. 

American banks were ultimately called to task for this 
fraud by the Pecora Commission in 1933. By 1934, five out 
of 20 Latin American countries had defaulted. Smaller coun- 
tries became victims of US-bank-organized takeovers of na- 
tional railways and other infrastructure to ensure debt repay- 
ments. Larger ones suffered prolonged pain. 

Today, the region is showing similarly disconcerting 
signs. Not only did US and European banks ramp up their ex- 
posure to Latin America in 2011, China, their increasingly in- 
fluential trading partner, leapt on the bandwagon too. In late 
June of this year, Chinese Premier Wen Jiabao announced 
a $10 billion credit offering for infrastructure projects and 
a $5 billion fund for cooperation between China and Latin 
America and the Caribbean. He also revealed plans to double 
bilateral trade flows to $60 billion by 2015 — including the 
flow of coveted Chilean copper. 

Rapid debt pile up + economic growth slowdown + capital 
flight will coalesce to become Phase IV of the Global Depres- 
sion within the next couple of years, if not sooner. 

The June 2012 World Global Economic Prospects Report 
cited “A sharp deterioration of conditions in the Euro Area,” 
as one of the main risks to the Latin American and Caribbean 
economies. Plus, it noted that “As the region ... is becoming 
increasingly reliant on exports to East Asia, particularly Chi- 
na, a hard-landing there could have important implications 
for export growth in the region.” 

Overall growth in the region eased to 4.3 percent in 2011, 
down from 6.1 percent in 2010, and the World Bank expects 
it to be 3.7 percent in 2012. The World Bank, like other central 
entities, tends to be over-optimistic with its negative predic- 


tions (meaning, conditions will actually be worse) especially 
if Brazil is any indication: growth there slowed to 2.7 percent 
in 2011 from 7.5 percent in 2010. 

In this environment, big financial players are already 
rushing out faster than they entered. Credit default swap 
spreads widened sharply in the past six months, amidst ma- 
jor declines in foreign capital flows to the region, including 
a 40 percent annual decline in equity issuance, sharp equity 
selloffs (17 percent on average during May and June) and 
currency depreciations. Rating agencies are seeking down- 
grade opportunities. Debt is rising. We have seen this movie 
before. It ends in Depression. 


ARGENTINA 
One of the sharpest slowdowns, according to the World 
Bank, will occur in Argentina, whose GDP growth rate, at 2.2 
percent for 2012, is down from 8.9 percent in 2011. In April 
2012, S&P downgraded Argentina’s already-junk ‘B’ rating 
outlook to ‘negative.’ 

Seeking water from a stone, on June 24, 2012, Chinese 
Premier Wen Jiabao said China will strengthen ties with Ar- 
gentina on major international and regional issues. But Ar- 
gentina is already struggling. 

The Gross Domestic Product in Argentina expanded 0.9 
percent in the first quarter of 2012 over the previous quarter, 
compared to a rate of 3 percent quarterly during the begin- 
ning of 2011. Its stock market, the MERVAL, has crumbled 
from 3600 to 2200 since early 2011, after spurting from just 
1000 in 2009. Consumer confidence is shrinking fast. Credit 
default swap spreads have blown out 300 basis points since 
mid-May. 

Against this backdrop, Argentina could quickly become 
Latin America’s Spain, and as with Spain, even without a 
euro to argue about, its woes could drag down the region. 


MEXICO 
Mexico was considered a great growth area last year (by 
the banking community). Certainly, its stats look better than 
those of the US; its debt-to-GDP ratio of 43 percent is less 
than half that of the US, and most European countries, plus 
its stock market, the MEXBOL, rallied steadily to a high of 
40045.5 in May, a 25 percent return since last summer. 

But GDP growth has slowed, from a high of 7.6 percent 
in mid-2010, to 4.6 percent. In addition to the World Bank’s 
worries about Mexico, the IMF is also concerned, especially 
about its banks. (Again, once a central entity smells that 
something is going bad, you know it’s really rotten.) And 
like the US, where a handful of banks control the lion’s 
share of the nation’s assets, only seven Mexican firms con- 
trol about three-quarters of the banking system’s $600 bil- 
lion total assets. 

Mexico is seeing a rapid increase in nonperforming loans 
and defaults, flowing from the crushed US property market. 
On top of that, Europe’s problems could affect Mexican sub- 
sidiaries of European banks in terms of funding costs and 
liquidity pressures via deposit losses and the loss of parent 
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banks’ and other credit lines.” Throw in declining housing 
prices and growing unemployment, inequality and escalat- 
ing drug-related violence, and Mexico is rife with negative 
prospects. 


BRAZIL 
As the region’s largest economy, Brazil is a ticking time 
bomb. Brazil’s stock market lost nearly a third of its value 
from its 2011 highs of 73,000. Annual GDP growth has de- 
clined sharply, from 9.3 percent in the beginning of 2010, to 
a paltry 0.8 percent. 

As with other countries, the financial crowd was lurking 
about just before this impending bust. In mid-2011, Goldman 
Sachs announced a 20 percent hiring bump in Brazil. Daniel 
Weinstein, head of investment banking for Goldman’s Brazil- 
ian outfit, confirmed to Bloomberg “We are not planning to 
do plain-vanilla credit.” Nice. 

They weren’t kidding about economy-killing complexity. 
One of Goldman’s Brazilian deals was a $189 million convert- 
ible-bond sale by Minerva SA, Brazil’s fourth-largest meat 
producer, which allowed the company to sell debt without 
showing an increase in borrowing levels (leverage) because 
the securities become equity when they mature and equi- 
ty isn’t debt. It’s a Greek-style financial mirage. And where 
there’s one, there’s likely more. 

Banks raced investors to get in, even as Brazilian econom- 
ic expansion forecasts were systematically lowered (Brazil’s 
highest growth in twenty years was 7.5 percent in 2010, but 
was perceived to be slowing to 3 percent in early 2012). JP 
Morgan Chase and Bank of America planned to double the 
number of employees last year, but those plans are halting. 

Merger and acquisition activity in Brazil nearly doubled in 
2010 from 2009. Most of those deals involved international 
firms buying a piece of Brazil. Thus, having sold off so many 
pieces of itself to international speculators (reminiscent of 
Greece, Ireland and Spain) the mathematics are not in favor 
of Latin America maintaining domestic economic stability. 

We're at a dangerous turn. According to a May, 2012 


Notes: 
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International Monetary Fund report, housing construction 
projects are sprouting up across Latin America and mort- 
gage credit is jumping fast. Just like in the 1970s, countries 
have been willing to pile up external financing. That decade 
spilled into a full-fledged debt crisis in the 1980s. This time 
around, credit has been extended particularly quickly and 
widely in the mortgage sector, with Brazil leading. As a re- 
sult, home prices have shot up since the mid-2000s and will 
plummet as fast. 

The IMF report warned that “mortgage credit may be 
growing well above rates explained by economic fundamen- 
tals over the past three years in a few economies in the re- 
gion.” So far, in Brazil, mortgage loans as a portion of over- 
all bank loans is small, so perhaps it’s manageable. But it 
should still be a concern, particularly because mortgages 
are rising more quickly for lower-income (read: “subprime”) 
households.'® 

Just like with the US subprime disaster though, banks are 
rushing to securitize these mortgages to create financing for 
new loans. The volume of real estate credit bills guaranteed 
by mortgages grew 75 percent to R$41.7 billion in the past 
year. Real Estate Receivables certificates (CRI) packaged by 
securitization firms grew 57 percent to R$24.5bn, while total 
real estate financing nearly doubled year over year.'® 


CONCLUSION 

Even Asia and Latin America, where growth was comparably 
higher and more stable, have encountered rapid declines. 
Yet, instead of dialing back on speculation, the barriers to 
entry are coming down and the co-dependency of the coun- 
tries, on both a trade and a financial securities level, will in- 
cur quicker widespread economic descent. The signs of an 
imminent, fully global depression are increasingly clear. E 
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(Continued from page 20) 

moneymen. Like the German banks (and the Dutch, 
Swiss, Austrian, etc. banks), French banks had also loan- 
sharked hundreds of billions to the Italian, Spanish, and 
Greek banks, inflating housing bubbles and fueling ram- 
pant speculation. And now they wanted their money back. 

Among the measures provided for in the scheme was 
a plan for the European Central Bank to funnel rescue 
funds directly to troubled banks. The EU rescue funds 
would also be used to buy bonds from distressed EU coun- 
tries. What the markets were celebrating, and the politi- 
cians patting themselves on the back for accomplishing, 
would have been ridiculed as reckless and irresponsible if 
a business had tried it. 

So transparently destructive a practice as taking on 
mountains of new debt to pay off mountains of unpayable 
old debt would have been instantly condemned. Not only 
would it accomplish nothing other than temporarily juic- 
ing the markets, it would make the problem worse. 

But in the world of make-believe finance, where make- 
believe money is manufactured by central banks, the 


magic act continued to work its wonders as 
the day wore on: 


Dublin hails eurozone 
‘game changer’ 
(FT, 29 June 2012) 


S&P 500 Caps 
Best June Since 1999 
on European Agreement 
(Bloomberg, 29 June 2012) 


Oil Surges Most in 
More Than a Year 
on European Agreement 
(Bloomberg, 29 June 2012) 


The reaction from the Street was that the 
gamblers were flocking back to the tables. 
“We're seeing a massive return of risk ap- 
petite,” said Mike Wittner, head of oil mar- 
ket research at Societe Generale SA in New 
York. “The market was impressed by what 
the Europeans accomplished and there’s a 
feeling that the worst may be over.” 


Trend Mini-Lesson: In a world in which 
prison guards are “corrections officers,” 
used cars are “pre-owned,” and financial 
criminals “monkey around” and “make 
mischief” ... it should come as no surprise 
that compulsive gambling gets euphemized into “risk ap- 
petite.” Since the ability to see clearly (and to call a spade 
a spade) is essential to surviving in a degenerating society, 
it is crucial to stay aware of the subtle seductions of the 
language-sirens. 

Beyond the bailout news, the big new news that went 
under-reported concerned the takeover of the European 
banking system by the financial mob: 


Eurozone off on journey to central control 


Eurozone leaders have embarked on a process to 
surrender sovereign control of banks to a power- 
ful central supervisor within six months, in a po- 
litical pledge that kick-starts highly complex talks 
to forge a nascent “banking union.” 

Proposals will be hastily drawn up over this 
summer to give the European Central Bank ul- 
timate power to oversee euro area banks. While 
leaders chose to empower the ECB in Frankfurt 
as the new supervisor, there are a host of unan- 
swered questions, including defining its exact 
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powers, the banks it covers and its relations with 
countries outside the new regime. “It is a big deci- 
sion that opens a Pandora’s box,” said one senior 
official involved. 

François Hollande, the French president, 
hailed a historic deal that would be “a reality” 
by 2013, creating a eurozone bank supervisor as 
a precondition to using the European Stability 
Mechanism, Europe’s permanent bailout fund, to 
inject capital into banks directly.” 

One of the most sensitive points - not ad- 
dressed in the statement - is scope. Mr Hollande 
wants “all the banks” in the eurozone to be cov- 
ered. But most national authorities are alarmed 
at having to give up power and Germany is facing 
intense political pressure to maintain control of 
the politically powerful regional saving banks. 

Germany's politically influential savings banks 
association, representing more than 400 lo- 
cal banks, said pan-European ECB supervision 
would be “disproportionate” unless confined to 


systemically-relevant banks. (FT, 29 June 2012) 


The next day, in the record-breaking heat of a summer 
Saturday when so few were reading the headlines, even 
those who did (unless they read between the lines), were 
not getting the real story. It was a takeover. The Europe- 
ans were putting the finishing touches on their banking 
cartel, which, just like drug cartels and oil cartels, would 
fix prices and control distribution to maximize profits. 
But they had a respectable name for it, a “banking union”: 


Leaders step towards ‘banking union’ 
Banks to go under central supervision 
Eurozone leaders have embarked on a process to 
surrender sovereign control of banks to a powerful 
central supervisor within six months, in a political 
pledge kick-starting highly complex talks to forge 

a nascent “banking union.” (FT, 30 June 2012) 


Simple as that. National sovereignty was being surren- 
dered to the bank cartel. Actually, it was no different than 
in the US (roughly equivalent in population to the euro- 
zone), where a central bank cartel (a.k.a. Federal Reserve) 
determined how much money would be printed and the 
price at which it would be loaned out. 

It was a momentous policy that would have far-reach- 
ing consequences, consequences which were not dis- 
cussed in the substantial media coverage of the economic 
summit. Yes, it was a takeover. A “bankers union” would 
be in total control of the flow of funds. Its decisions would 
directly and indirectly affect the lives of every citizen of 


the EU (even the White Shoe/silver spoon crowd). Wages, 
savings, livelihoods, education, healthcare. Without any 
pretense of competition and market forces, all the money 
was to be controlled by the cartel. 


The Greatest Heist in History Since the 
onset of the euro debt crisis, the mainstream media had 
been parroting the specious argument of financiers and 
politicians that the problems had been brought on by the 
irresponsible behavior of those lazy, tax-cheating Greeks, 
those spoiled socialist Spanish, and those corrupt bureau- 
cratic Italians, all living beyond their means. Now, desti- 
tute and depressed, they had come begging for handouts 
from their fiscally prudent northern euro-cousins who, 
out of the goodness of their hearts, rescued them. 

Ironically, as the summit deal was being sealed, news 
broke that Barclays, the world’s fourth largest bank, was 
being fined a record $450 million for submitting fraudu- 
lent bids to manipulate Libor rates. 

Libor, The London Interbank Offered Rate, is sup- 
posed to measure the interest rates at which banks borrow 
from each other. In setting the overall interest on loans, 
banks often ask borrowers to pay Libor plus an added 
amount of interest. More than $800 trillion in securities 
and loans are linked to the Libor, including $350 trillion 
in swaps and $10 trillion in loans, including auto, student 
and home loans and credit cards, Even small movements 
- or inaccuracies — in the Libor affect investment returns 
and borrowing costs for individuals, companies and pro- 
fessional investors. 

As the scandal broke, it was revealed that in 2008, 
Barclays’ chief executive, Robert Diamond, spoke to Paul 
Tucker, the deputy governor of the Bank of England, con- 
cerning the rate-rigging scheme. Yet Tucker, and alleged- 
ly the BOE, knowing the practice was illegal, did nothing 
to stop it, in effect giving Barclays the green light to keep 
manipulating the Libor. By knowing in which direction 
the rates would move, Barclays itself would reap enormous 
profits on the derivative bets they had placed. 

As the story played on, a revelation that should have 
shocked the financial world and exposed the extent of the 
Libor scandal never made it to center stage: 


NY Fed May Have Known About 
Libor Fixing in 2007 
The Federal Reserve Bank of New York may have 
known as early as August 2007 that the setting of 
global benchmark interest rates was flawed. 
Following an inquiry with British banking group 
Barclays in the spring of 2008, it shared proposals 


for reform of the system with British authorities. 
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The role of the Fed is likely to raise questions 
about whether it and other authorities took enough 
action to address concerns they had about the way 
London Interbank Offered Rates, or Libor, were 
set, or whether their struggle to keep the banking 
system afloat through the financial crisis meant 


the issue took a backseat. (Reuters, 10 July 2012) 


Zip, gone, out of sight, in the blink of an eye, this 
story of potential high crimes in the highest of places 
vanished from the media spotlight: 


News Networks Give Massive 
Banking Scandal Only 12 Minutes 
Of Primetime Coverage 

Major American television news outlets are de- 
voting scant coverage to one of the largest bank- 
ing scandals in history. 

Despite the massive scope of the controversy 
... CNN, Fox News, MSNBC, ABC, CBS, and NBC 
have only spent about 12 minutes combined cov- 
ering the story during their evening newscasts 
and opinion programming. 

Notably, flagship nightly news programs like 
ABC’s World News with Diane Sawyer, NBC’s 
Nightly News with Brian Williams and Fox News’ 
Special Report with Bret Baier have never men- 
tioned the rate-fixing scandal. Sunday morn- 
ing standards including ABC’s This Week with 
George Stephanopoulos, CBS’ Face the Nation, 
CNN’s State of the Union with Candy Crowley, 
and Fox’s Fox News Sunday with Chris Wallace 
have also been silent on the story. (Media Matters, 


13 July 2012) 


And, once again, the White Shoe Boyz were given a “Get 
Out of Jail Free” card by the so-called Justice Department 
of The United States of America, which agreed, as part of 
the settlement, not to prosecute Barclays. “For this illegal 
conduct, Barclays is paying a significant price,” proclaimed 
Lanny Breuer, assistant attorney general and long time po- 
litical hack. (Click here for more about Lanny Breuer) 

Yeah, a real “significant price.” The $450 million fine 
amounted to just a few weeks profit for the bank. And, ac- 
tually, “Barclays” wouldn’t pay anything. The sharehold- 
ers would pay while its top executives, such as CEO Bob 
Diamond (estimated personal wealth of over $100 mil- 
lion), won't pay a dime and won't do time. 

And why should he? Just a year earlier, appearing be- 
fore Parliament, Diamond castigated the British public, 
still angry about the role of banks in fomenting the fi- 
nancial crisis: “There was a period of remorse and apol- 


ogy,” he said. “That period needs to be over.” 


Publisher’s Note: Remorse? Apology? No amount of re- 
morse would bring back all that money stolen from the 
public. No apology would repair all the lives that had been 
ruined. And from sociopaths — such as Barclays’ Bob Dia- 
mond, Goldman’s Lloyd “I’m Doing God’s Work” Blank- 
fein and JP Morgan’s Jamie “Tempest in a Teapot” Dimon, 
no remorse would be forthcoming. 

Give aman a gun and he can rob a bank, but give a bank 
to a man like Diamond (or Dimon or Blankfein) and he can, 
will, and did rob the world. But unlike that bank robber with 
a gun there would be no cops closing down highways in hot 
pursuit and no Feds tracking the White Shoe bank robber to 
the ends of the earth to bring him “to justice.” 

On the other hand, steal a chicken sandwich at a 7-11 
or a pair of socks at Walmart and it’s enough to get you 
arrested and booked. Get caught stealing two more times 
and it’s “three strikes and youve out,” doing hard time at 
one of America’s corporate prisons, sharing a cell with the 
guy doing 15 years for selling a bag of weed. 

But that’s just the way it is in morally decaying, cor- 
ruption-ridden, war-mongering America. “Justice” in 
America = “Just Us”: punishment to the fullest for the mi- 
nor offenders and Lanny Breuer-style no-punishment for 
the most morally repugnant offenders: Those nice clean 
“white collar criminals” who destroy economies and re- 
duce millions to penury and misery. 


Trend Forecast: following the Barclays settlement, it was 
announced that the investigation would spread to some 
major banks worldwide. However wide the investigation 
spreads, we confidently forecast that — given the demon- 
strable collusion between the banks themselves, govern- 
ments and regulators — there will not be any fair, mean- 
ingful or just resolution. 

We also forecast that, for a crime that far exceeds, in 
scope and reach, the Ponzi scheme that put Bernie Madoff 
away for two lifetimes, there will be no hard time given 
to the Libor rate-fixing bandits. The kid-glove treatment 
the bankers will eventually receive is written into the mild 
language used by politicians and the media in describ- 
ing the crime. United States Congressman Barney Frank 
called rigging the rate “monkeying,” while New York 
Times reporter Gretchen Morgenson noted that the man- 
ner in which the Libor is determined “leaves room for mis- 
chief ... and mischief there was.” 

Why no screaming headlines calling for the bankers’ 
heads? Why no demands for harsh punishment? Because 
White Shoe Boyz money junkies are of a different class 
... there they go again, those cute little monkeys, getting 
themselves into “mischief.” 
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The Banksters The Libor scandal should have 
been the story of the century. The magnitude and import 
of the crime, and its incommensurately paltry punish- 
ment, should have been headline news. Thus, only a small 
percentage of the public knew about it and understood 
what was really going on. As for the rest of the popula- 
tion, even if Libor made it into “their” news, they wouldn't 
know a Libor if they got hit over the head by one. 

While public outrage at flagrant banking criminality 
was building throughout much of the world, what was not 
being recognized was that, in fact, banks controlled the 
world. This wasn’t a paranoid, [lluminati-style conspiracy 
theory. It was a Central Bank coup: “Democratic” gov- 
ernments had been taken over by the banks. The banks 
werent colluding with the government. They were the 
government. They were one and the same. 

Billions of lives and livelihoods were affected by the 
interest-rate rigging scheme, which was but the most re- 
cent in a long series of high crimes and misdemeanors 
committed by the financial crime syndicate. The banks 
were literally sapping the life out of the people. We have 
been warning about it and writing about it for years. (See, 
Trend Alert: “DC Heist - Wall Street Gang Hijacks Wash- 
ington,” 22 September 2008). 

Yet, in the Summer of 2012, even with the wave of 
high-profile bank bailouts and bank frauds making the 
news, you still could not read about what it signified. 

Sovereign debt crisis - Spain, Greece, Italy, Bankia, 
euro bonds, Libor — there was just too much going on for 
most people to understand what it meant for them. Both 
the specialized financial language used and the laby- 
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rinthine and Machiavellian business practices described 
were profession-specific and beyond the comprehension 
of those unschooled in it. 

It was not that it was in any sense a secret. It had been 
divulged almost 200 years ago by Mayer Amschel Bauer 
Rothschild: 


“The few who can understand the system will be 
either so interested in its profits, or so dependent 
on its favours, that there will be no opposition from 
that class, while, on the other hand, that great 
body of people, mentally incapable of compre- 
hending the tremendous advantage that Capital 
derives from the system, will bear its burden with- 
out complaint and, perhaps, without even suspect- 
ing that the system is inimical to their interests.” 


And that’s precisely how the “system” has been operating 
ever since. 

By 2012, the takeover was complete. Rothschild’s 
1838 bankers’ manifesto had been realized: “Let me is- 
sue and control a Nation’s money and I care not who 
makes its laws.” 

The people had become vassals to the bankers. But 
they liked to call it “freedom and democracy.” 


Publisher’s Note: Since the “Panic of 08,” among the 
countries directly affected (with the exception of Iceland, 
who let the banks fail) priority number one has been to 
save the banks at any cost — even though it was univer- 
sally recognized that the banks and Wall Street were, in 
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large part, responsible for creating the Panic. This was the 
precise opposite of the government’s reaction to the Crash 
of ’29, when banks and brokerages responsible for build- 
ing the speculative bubbles were recognized for what they 
were and reined in and regulated accordingly. 

The Glass-Steagall Act of 1933, for example, forbade 
commercial banks from gambling in speculative markets, 
which until the “Panic of 08,” prevented a recurrence of 
another speculation-generated crash. However, Glass- 
Steagall, which was repealed under Bill Clinton, was just 
one ina long series of protective firewalls torn down over 
the last four decades by politicians under pressure from 
financial sector lobbyists and major contributors to their 
campaigns. 


After years of assurances by government that banks, while 
not perfect, were generally honorable institutions doing 
their best to serve the public under difficult conditions, 
when the Barclays market-rigging scandal broke, politi- 
cians could no longer make excuses and keep the pre- 
tense going. “Bankers who have acted improperly should 
be punished,” scolded Prime Minister Cameron. No less 
piqued by these fine, well-bred but improperly acting 
gentlemen, Bank of England Governor Sir Mervyn King 
weighed in: 


Bank of England head says 

banks must change culture 
Bank of England Governor Sir Mervyn King has 
called for a change in the banking culture, say- 
ing that customers have received “shoddy” treat- 
ment.... 

Sir Mervyn’s comments come on the day banks 
were found to have mis-sold financial products to 
small businesses. 

It is the third major scandal this year, following 
manipulation of lending rates and loan insurance 
mis-selling. 

Speaking at the launch of the Bank’s twice- 
yearly Financial Stability Report, Sir Mervyn 
demanded immediate and far-reaching action to 
reform the structure and culture of the UK bank- 
ing industry. 

He said: “That goes to both the culture in 
the banking industry and to the structure of the 
banking industry, from excessive levels of com- 
pensation, shoddy treatment of customers, to de- 
ceitful manipulation of one of the most important 
interest rates and now this morning to news of yet 
another mis-selling scandal. 

“We can see we need a real change in the cul- 
ture of the industry. And that will require two 


things. One is leadership of an unusually high or- 
der and changes to the structure of the industry.” 

His comments were echoed later by Prime 
Minister David Cameron, who said at the EU sum- 
mit in Brussels: “British people are crying out for 
a return to good old-fashioned banking ... and not 
put that at risk by big investment banking. 

“That’s why the governor is so in favour of 
changing culture at the banks and so am I.” (BBC, 
29 June 2012) 


Trend Forecast: The customers hadn't, as Sir Mervyn 
contended, received “shoddy” treatment. They had been 
ruthlessly and deliberately cheated out of vast sums of 
money by the criminal banking syndicate. 

And this was not just “another mis-selling scandal.” It 
was flagrant fraud. If committed by anyone outside the 
White Shoe Boyz Club, the long arm of the law would 
make sure that swift justice was done and harsh punish- 
ment applied to the miscreants so as to discourage others 
from following their path of crime. 

Thus, considering both King’s and Cameron’s blind- 
eye treatment of, and incestuous relationship to the City 
of London’s laissez-faire banking system, we can predict 
their calls for a change of culture will go unanswered. 
Any Parliamentary probe will barely penetrate the well- 
protected bankers’ skins. Few, if any, heads will roll, a few 
scapegoats will do minimal time and the banking system 
will continue to pillage and plunder the populace. 


It’s Showtime Merkel, Obama, Rajoy, Cameron, 
Hollande ... the G20 leadership was made up of 20 front 
men (and women) for the financial mob. They were politi- 
cians. They were actors. Showmen. Ringmasters for “The 
Tawdriest Show on Earth.” 

What prevents people from seeing these insincere, ly- 
ing, hypocritical, ruthless sociopaths for what they are, 
and treating them accordingly? Instead, they fight among 
themselves over which one to elect! Whores are whores, 
thieves are thieves, murderers are murderers, and politi- 
cians, more often than not, are all three: They sell their 
services to the highest bidder. They steal from the public 
to enrich the richest. They send troops to die in senseless 
wars and command the murder of innocent civilians. 

How do they get away with it? At least in part, because 
of the language used to describe them: They are “lawmak- 
ers”, “leaders;” The Honorable This, The Distinguished 
That. Such vacuous honorifics subliminally suggest that, 
having attained positions of power, they are now set way 
above John Doe or Jane Doe, Joe Sixpack or Joe Shmoe. 

(Continued on page 32) 
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Justice = 


An analysis of British media coverage of the Barclays’ 
scandal provides a vivid and visceral understanding of the 
difference between justice and “just us” when it is con- 
trasted with coverage of last year’s Tottenham riots. 

When riots broke out last August in North London 
after the police shot and killed an unarmed man - and 
then falsely claimed the victim resisted arrest and fired 
first - the prime minister, politicians, the press, and even 
the clergy, were united in condemning the mob mental- 
ity. There was no well-bred, genteel talk of “shoddy treat- 
ment” or “improper behavior.” Prime Minister Cameron 
was unequivocal: anyone apprehended breaking the law 
“should expect to go to jail.” 

He expressed shock at “the sight of those young people 
running down streets, smashing windows, taking prop- 
erty, looting, laughing as they go, the problem of that is a 
complete lack of responsibility, a lack of proper parenting, 
a lack of proper upbringing, a lack of proper ethics, a lack 
of proper morals ... that is what we need to change.” It was 
“a matter of criminality, pure and simple,” with “absolutely 
no excuse. As to the lawless minority, the criminals who've 
taken what they can get, | say this, we will track you down, 
we will find you, we will charge you, we will punish you. 
You will pay for what you have done.” 

The highest authorities spoke, and expressed their 
outrage: 

E “It was needless, opportunist theft and violence — noth- 
ing more and nothing less.” Deputy Prime Minister Nicholas 
Clegg 

E “Sheer vandalism ... there is absolutely no excuse for 
that. Justice now needs to be done, and seen to be done.” 
Right Reverend Nigel McCulloch, Bishop of Manchester. 

E “Callous disregard for the common good of our society ... 
criminal violence and theft that have been witnessed are to 
be condemned.” Archbishop Vincent Nichols, head of the 
Roman Catholic Church in England and Wales. 

m “Let me be absolutely clear: Those responsible for this 
violence will be made to face the consequences of their ac- 
tions.” Theresa May, Home Secretary 


Keeping their promises to find and prosecute violators to 
the full extent of the law, Scotland Yard tracked down some 
3,000 riot-related suspects. Among the sentences: 

E A 23-year-old student with no previous convictions got 
six months in prison for looting $5 worth of bottled water. 
E Two young men each got four years in prison for inciting 
others to riot via Facebook postings, although, according to 
The Guardian, their postings did not lead to any violence. 

E An old drunk who stole a box of donuts got 16 months. 

A 21-year-old who stole some liquor got 16 months. 

E A woman had her children taken away and got five months 
for accepting a pair of shorts looted by her flatmate. 

E A young man who stole ten packs of gum got six months. 
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Just Us 


In the “Just Us” system, the prime minister never calls a 
banking fraud, no matter how massive, “a matter of crimi- 
nality, pure and simple” with “absolutely no excuse”. No, 
no, no harsh language for the criminal elites whose high 
crimes ruin millions and bring down entire societies. 

No clergy sermonize from their pulpits that “Justice now 
needs to be done,” fulminating about the bankers’ “callous 
disregard for the common good of our society.” 

It is never “needless, opportunist theft - nothing more 
and nothing less” when the White Shoe Boyz get caught. 
Instead, they are scolded for “acting improperly,” chided for 
“mis-selling” and for treating customers “shoddily.” Never 
does the language fit the severity of the crime, nor does the 
sentence. 

And the media is, as usual, a willing accomplice. Follow- 
ing the London riots, they issued polls showing that 70 per- 
cent of the public supported tougher than normal sentences 
for riot-related offenses. But following the Barclays scandal 
— and all those earlier financial thefts, frauds and con jobs 
—no polls were taken or released measuring public opinion 
on what punishment the people thought appropriate for the 
Wall Street and City of London mobsters. 

In every “democracy” there is a variation on the same 
theme. Selling raw milk, smoking a joint, operating a lemon- 
ade stand without a license, not wearing a seat belt, plant- 
ing vegetables in your own front yard ... there is no violation 
so minor that it won't be prosecuted by the “authorities.” 

But when the crime involved billions and trillions of dol- 
lars, it was “let bygones be bygones. We'll have the com- 
mittee look into it to make sure it never happens again.” In 
the White Shoe World, the harshest punishment inflicted 
upon any criminal CEO or CFO was having to say, “I’m sor- 
ry,” sometimes followed by resignation: 


Barclays Chief Says ‘Sorry’ 
LONDON-— Chief Executive Robert Diamond apolo- 
gized for the interest-rate manipulation scandal 
that has engulfed the U.K. bank but resisted outside 
pressure to resign. 

In a letter to employees, the 60-year-old Mr. Dia- 
mond, Barclays CEO since 2011, said he was “sor- 
ry” and vowed to impose new internal controls. “| 
am disappointed because many of these behav- 
iours happened on my watch. It is my responsibil- 
ity to make sure that it cannot happen again,” Mr. 
Diamond wrote. (WSJ, 3 July 2012) 


Under his watch “it” would not “happen again.” The next 
day, Diamond resigned. But, of course, it will “happen 
again,” and again, and again: old crooked games with new 
arcane names like Libor, robo-signing, credit default swaps, 
synthetic collateralized debt obligations, high frequency 
trading, naked short selling, etc. E 
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( Continued from page 30) 

Along with title comes privilege. The red carpet is 
rolled out to protect their tender feet whenever they attend 
a meeting of their peers, a banquet, or a public ceremony. 
The entourage of security personnel, aides and assorted 
flunkies flank the fearless leaders whenever they appear. 
The gaggle of press are cordoned off by red velvet ropes 
and only invited in for that special photo-op. The end- 
less motorcades, closed-downed highways, the restricted 
airspace — even the trains stop running when His or Her 
Excellency comes to town. 

And it works. The politicians stage it, the presstitutes 
promote it and the public buys it. They line the streets to 
catch a glimpse of a black-windowed bulletproof SUV. At 
campaign time, they pack arenas to listen to time-worn 
platitudes and empty promises. They hoist placards, they 
cheer wildly, they applaud thunderously and give standing 
ovations for their favorite whore, thief, murderer ... their 
Sociopath-in-Chief. 

Too harsh a condemnation? Maybe not harsh enough. 
“Any man who wants to be president is either an egoma- 
niac or crazy,” observed Dwight D. Eisenhower. 


Publisher’s Note: Will the public ever learn? No, not 
if the current voting trends are any indication. For the 
most part, the masses keep supporting their leaders and 
the status quo. For example, when the Greeks voted in 
June, the people voted for more austerity. When the Irish 
voted in May, they voted to obey the austerity-laden fis- 
cal compact and strict budgetary rules that had been im- 
posed upon them. 

Earlier on, in the midst of their sovereign debt crisis, 
both Portuguese and Spanish citizens cast their votes for 
pro-austerity measure politicians. And it should have 
come as no surprise when they got what they didn't ask 


for and had been told they would never get. 


Spain unveils new austerity 
under European pressure 
MADRID—Recession-plagued Spain unveiled 
new austerity measures on Wednesday designed 
to slash 65 billion euros from the public deficit 
by 2014 as Prime Minister Mariano Rajoy yielded 
to EU pressure to try to avoid a full state bailout. 
The conservative leader announced a 3-point 
hike in the main rate of Value Added Tax on goods 
and services to 21 percent and cuts in unemploy- 
ment benefits and civil service pay and perks in 
a speech interrupted by jeers and boos from the 
opposition. 
“These measures are not pleasant, but they are 
necessary. Our public spending exceeds our income 


by tens of billions of euros,” he told parliament. 

Anti-austerity protests in Madrid turned vio- 
lent with police firing rubber bullets at protest- 
ers who pelted them with stones, fruit, bottles and 
firecrackers outside the industry ministry. 

Tens of thousands of demonstrators joined 
hundreds of coal miners who had staged a long 
march from northern Spain ... . 

Analysts said the draconian savings plan, tear- 
ing up several of Rajoy’s campaign promises, 
showed Spain was already under de facto super- 
vision from Brussels even though it has not re- 
quested a sovereign bailout and retains access to 
bond markets. Some said the tax increases could 
exacerbate the recession ... . 

The prime minister, who had pledged not to 
raise VAT, said he now had no choice. The main 
rate will rise to 21 from 18 percent and the re- 
duced rate to 10 from 8 percent in a step that 
could further depress consumer spending. (Re- 


uters, 12 July 2012) 


Broken promises and pledges ... it was politics as usual 
and just another day of flagrant violations of trust. 


Con Game 2.0 


By Dr. Paul Craig Roberts 


Unquestionably, the public is being conned by the Eu- 
ropean and US debt crises. And not only the public, but 
also governments themselves. How many in Congress, the 
executive branch, and European parliaments understand 
that the low interest rate policy being used to boost the 
private banks’ balance sheets is creating a bond market 
bubble larger than the real estate and derivatives bubbles? 

With new debt issues pouring out of the US Treasury 
at record rates, long-term bond prices are at record highs, 
paying interest rates less than the rate of inflation. In Eu- 
rope more indebtedness is the chosen solution to the al- 
ready excessive indebtedness, and taxpayers are on the 
hook to make bad debts good with cuts in their pensions, 
employment, and public services. The European banks, the 
balance sheets of which were damaged by the junk that 
Wall Street misrepresented and sold as investment-grade 
debt instruments, are now threatened by sovereign debt 
and by their own real estate bubble. In need of a bailout of 
its own, the Spanish government is in the process of bailing 
out Bankia, one of the large Spanish banks. 

Part of the con is that the sovereign debt crisis, which is 
a crisis for the private banks that failed to do due diligence, 
is being played as if it is a crisis for the EU and the euro. 
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The hype is that without a bailout, the world ends for all of 
Europe, not merely for the banks. 


THERE’S NO PLACE TO INVEST 

THAT IS NOT RIGGED 
As large as this con is, I bet it is even larger. How do we 
know that the crisis isn’t playing into the hands of the 
banks, not only with bailouts, but also with profitable 
opportunities? Media headlines and political statements 
sway the crisis one way and then another. The continuous 
hysteria and confusion creates more demand for credit de- 
fault swaps and interest rate swaps as protections against, 
or plays on, the ever-changing crisis. Banks can short the 
euro, bet on the dollar. The banks are probably making 
out like bandits from the crisis. The public and the gov- 
ernments themselves are being hoodwinked in greater 
ways than we imagine. 

The prolonged nature of the sovereign debt crisis, which 
could be easily and inexpensively solved with phased-in 
write-downs of debt to serviceable levels, is itself evidence 
that the crisis is too profitable to come to an end. 

The crisis creates profitable opportunities in other 
ways. For example, the low interest rate policy of the 
Federal Reserve and the Bank of England is bolstered 
by the banks fixing Libor (the London overnight bor- 
rowing rate) at a lower rate, which is the reason neither 
the Fed nor the Bank of England blew the whistle on 
the rate-fixing. The main advantage to the banks of the 
lower rate is not their lower borrowing cost, but the rise 
in value on their books of floating rate debt instruments 
linked to Libor. As prices on debt instruments move in 
opposite directions from interest rates, a lower Libor rate 
translates into more highly valued assets, thus a boost to 
the solvency of the banks. 

Another way banks can boost their balance sheets is to 
sell interest rate swaps, which is a way of shorting interest 
rates, thus pushing them down and raising debt prices. 


FED’S POLICY COULD KNOCK OUT THE DOLLAR 
The Fed’s low interest rate policy could result in pres- 
sure on the dollar’s exchange value. Despite “flight to 
quality” spin, investors and foreign governments looking 
to park their trade surpluses do not normally purchase 
over-priced bonds paying negative interest rates. Holders 
of such bonds run the risk of capital losses without the 
offset of a real rate of interest. The Fed can create money 
with which to purchase bonds that foreigners might be 
tempted to unload at record high prices, thus preventing 
a decline in bond prices. However, the Fed lacks the same 
ability to support the dollar as foreigners move away from 
the currency. 

Normally, the Fed would raise interest rates in order to 


support the dollar’s value, but this policy is inconsistent 
with the Fed’s low interest rate policy in order to support 
banks too big to fail. A decline in the value of the dollar 
would translate into a decline in the value of dollar-de- 
nominated financial instruments. Declines in the equity 
averages and rises in gold and silver prices, if they are 
indications of falling demand for dollars, would derail the 
Fed’s rigged bond market. 

To prevent this, the Fed can use the “plunge protection 
team” to purchase stock index futures, thus offsetting the 
effect on market averages from equity sales. And the Fed 
can counter the effect on bullion prices of rising physical 
demand by selling gold and silver short in the paper market. 

In other words, much more is rigged than the Libor 
rate. In order to protect its low interest rate policy that 
protects the banks’ solvency, has the Fed rigged the entire 
financial system? 

As The Trends Journal predicted, the sovereign debt 
crisis is being used to increase the power of the EU govern- 
ment over the member countries. The “banking union” 
reported above is further confirmation of the prediction. 

To summarize, the banks are making money out of the 
crisis, and the EU government is gaining power. Far from 
being a crisis for the banks, the crisis is a crisis for de- 
mocracy and the sovereignty of European countries, and 
a crisis for capitalism, which is now prevented by public 
subsidies from weeding out business failures in the finan- 
cial arena. E 


The Business of America The Business of 
America used to be business, but when it came to poli- 
tics, it was show business: Vaudeville 2.0. 

And the bad act wasn’t playing well. In the summer of 
2012, with the Presidential race headed into the home- 
stretch, rather than heating up interest, as it usually 
does, the match was causing an increasing number of 
Americans to turn off and tune out. 

This was unprecedented. Never in recent American 
history has there been a time when so many cared so 
little about a Presidential race. While there was public 
outrage in Europe, demonstrations in Moscow, wars and 
civil wars ravaging the Middle East and African nations, 
all of that was a world away back in the USA. 

Who cared that the world’s financial markets were in 
jeopardy of collapsing? Big deal that hundreds of mil- 
lions of people from once-prosperous nations were fall- 
ing into poverty. So what that class warfare was break- 
ing out and that governments were toppling. There were 
more important issues for the American press to focus 
on. From CNN, CBS, ABC to USA Today, these were the 


leading headlines: 
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“Accuser: Sandusky made threat after sexual assault” 
“Report: ‘Goodfella’ mobster Henry Hill dead at 69” 
“Casey Anthony to CNN: ‘I didn’t kill my daughter” 
“Woman shot dead at N.Y. hospital; shooter at large” 
“Paralyzed boxer approaches challenges with gusto” 
“Suspect in Auburn killings surrenders” 

“George Zimmerman’s wife arrested” 


Lost in Action Back in 2011, early on in the race 
for the White House, the public had been tuning into the 
two-dozen-or-so Republican debates featuring a cast of 
made-for-TV contestants. Newt “I Know More Than Any- 
one on Earth” Gingrich. Rick “The Sanctimonious” San- 
torum, Rick “The Executioner” Perry, Tim “Who's He?” 
Pawlenty, Michelle “The Soviets are Our Greatest Threat” 
Bachmann, Herman “The Pizza King” Cain and Ron “The 
Media Are Ignoring Me” Paul, put on a lively, if spectacu- 
larly undignified, sideshow. 

But over the months, as the debates wore on, one by one, 
the contestants were voted off the ballot, leaving stiff, col- 
orless, humorless Mitt “Corporations are People” Romney 
as the challenger of the incumbent. 

Anticlimax had set in. The unusual lack of excitement 
had nothing to do with a lack of trying to drum it up. Bare- 
ly a day went by without the sitting President of the United 
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States of America hitting the road to raise money and rally 
support. Ongoing wars, brewing wars, potential trade wars, 
currency wars, real estate busts, intractable unemployment, 
Euro-crisis, public debt crisis, student debt crisis, health 


crisis ... and there’s Obama, bouncing around the nation, 
sleeves rolled up, his face sweaty, the teleprompter rolling, 
delivering campaign rhetoric and making more promises. 

What CEO of any business, let alone the biggest business 
in the world, could possibly run it effectively when he was 
constantly on the run? 

No one could. It was all show: “The Presidential Real- 
ity Show.” To the voting public and the media, what would 
ultimately count most at the ballot box was the contes- 
tant’s stage performance, not his office performance. While 
Obama supporters cheered his near flawless teleprompter 
prowess, his late night comedy show appearances and his 
chatting it up on daytime TV with the ladies of “The View,” 
overall, he was getting low ratings for his Presidential per- 
formance. 

When Obama first took office in 2009, the nation was 
solidly behind him. With a 69 percent approval rating and 
his party holding majorities in both Houses of Congress, 
the public’s expectations ran high for their new Presi- 
dent to deliver on his “Change We Can Believe In” cam- 
paign promise. There was nothing standing in the way of 
not only making good on his promises, which included 
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cleansing Washington of insiders and reshaping the po- 
litical system to be more responsive to public interests, 
rather than special interests. 

By 2012, little had changed. Not only had his most sig- 
nificant promises not been fulfilled, many of his major 
policies turned out to be continuations of the Bush policies 
that he had railed against as a candidate. (See, “History 
of the Future,” Trends Journal, Summer 2008). His chief 
claim to fame during his nearly four years in office was that 
Public Enemy No. 1, Osama Bin Laden, had been killed by 
Navy Seals on his watch. 


THE BORN AGAIN POPULIST 

By late June 2012, his approval rating had fallen to 46 
percent, 3 points less than even George W. Bush had at 
a similar point of his 2004 reelection campaign. The po- 
litical buzz was that Obama was not only beatable, but 
beaten. With the economy faltering, the deficit mounting, 
unemployment trending down again, real estate stagnant, 
the Afghan war lurching on, Syria at war, Obamacare as- 
sailed from all directions, his charisma was wearing thin. 
Well-publicized off-teleprompter flubs, such as declaring 
“the private sector is doing fine,” provided ammunition 
for the otherwise depleted Republican arsenal. 

Yet, despite mixed poll ratings that promise a close race, 
Obama’s lost luster, and the mass disenchantment of his 
once-ardent supporters, we at The Trends Journal have not 
(to use a favored term of those who got it wrong but won't 
admit it) “readjusted” our 3 October 2011, forecast: 


Celente Picks 2012 Presidential Winner 
Kingston, NY, 3 October 2011 — And the next President of 
the United States will be: teleprompter populist extraordi- 
naire, Barack Obama. 

Should the Republicans nominate one of the three 
current frontrunners - Mitt Romney, Rick Perry or Mi- 
chelle Bachmann - Barack “Back-on-track” Obama wins 
(despite polls showing him with just a 41 percent approval 
rating) by playing the populist card he’s already begun to 
deal, forecasts Gerald Celente, Trends Journal publisher. 
(See, Trend Alert, “Celente Picks 2012 Presidential Win- 


ner,” 3 October 2011) 


What would it take for Obama to lose in November? Given 
his presumptive challenger, outside of a catastrophe that 
he could be blamed for, we do not foresee a confluence of 
forces that could dethrone him. Romney was chosen to 
oppose Obama not because of his track record, charisma, 
popularity, or platform, but because the other contestants 
on “The Presidential Reality Show” performed so poorly 
that Romney was, in effect, victorious by default. And it 
showed. Even the leaders of his own party admitted it: 


John Boehner: 
Voters Need Not Love Mitt Romney 
By now, Republican laments that presumptive GOP 
nominee Mitt Romney is not the most inspiring 
figure to ever run for president are well-known ... . 

Romney took a relatively long time to conquer 
his rivals in the GOP primary, and some Repub- 
licans have recently expressed concern about the 
state of the former Massachusetts governor's cam- 
paign against President Barack Obama. 

But at a June 30 fundraiser in Wheeling, W.Va., 
Speaker John Boehner offered a surprisingly frank 
assessment of the dynamic that surprised some in 
the audience. 

Aside from Romney’s “friends, relatives and fel- 
low Mormons,” Boehner said, most people will be 
motivated to vote for him in opposition to Obama. 

The Ohio Republican made the remarks when 
an unidentified woman asked during a question- 
and-answer session: “Can you make me love Mitt 
Romney?” 

“No,” Boehner said. “Listen, we're just politi- 
cians. I wasn’t elected to play God. The American 
people probably aren’t going to fall in love with 
Mitt Romney. [ll tell you this: 95 percent of the 
people that show up to vote in November are going 
to show up in that voting booth, and they are going 
to vote for or against Barack Obama. 

“Mitt Romney has some friends, relatives and 
fellow Mormons ... some people that are going to 
vote for him. But that’s not what this election is 
about. This election is going to be a referendum on 
the president’s failed economic policies. (Roll Call, 


9 July 2012) 


An unlovable candidate who has “some friends, relatives 
and fellow Mormons ... that will vote for him; a guy who, 
according to Boehner, no one outside that tiny circle “will 

9, 66, 


fall in love with.” Romney was the Republican’s “any- 
body’s better than Obama” candidate. 


The Side Show With nothing to fire anybody 
up, yet with fires burning everywhere, in June the hot- 
button campaign issue was not the economy, unemploy- 
ment, the old wars or new ones heating up. It was im- 
migration. Under a sweeping executive order signed by 
the President, some 700,000 young illegal immigrants 
who had come to the US before they were 16 and who 
had graduated from high school, would no longer have 
to fear impending deportation. 

In stark contrast, Romney had promised, during the 
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Republican debates that, if elected, he would promote a 
“self-deportation” policy; i.e., anyone in the US illegally 
should pack their bags and go back where they came from, 
before they were forced to do so. 

While arousing passions and garnering headlines, in 
the grand scheme of things, immigration was low on the 
list of commander-in-chief responsibilities. But as a po- 
litical strategy, even though Hispanics remain a low-turn- 
out group, Obama outfoxed Romney in a move that could 
prove to be critical for winning swing states with sizable 
Latino populations. 

Before the ink on his Executive Order dried, Obama’s 
ploy gave his reelection hopes a boost, and not just among 
illegal immigrants: 


Obama Gains Among Latinos 
Poll Finds Strong Support Among Public for 
Softer Stance on Youth Deportations 
Americans by a wide margin favor President 
Barack Obama’s new policy of halting deporta- 
tions of many young illegal immigrants brought 
to the U.S. as children, a new poll shows. 

In all, nearly seven in 10 Americans said they 
favor the administration’s new immigration policy, 
according to a new Wall Street Journal/NBC News 
poll. Hispanic support approached 90 percent ... . 

Mr. Obama relied heavily on strong support 
among Hispanics to pull off wins in 2008 in states 
such as Nevada, Colorado, New Mexico, North 
Carolina, Florida and Virginia. With his support 
eroding among many other segments of the elec- 
torate, his campaign says he will need to boost 
his Hispanic-vote tallies in many of these states 
to win there again. 

In all, he got about two-thirds of the Hispanic 
vote in 2008, according to exit polls. 

A separate poll released Wednesday by Quin- 
nipiac University showed Mr. Obama’s support in 
Florida up sharply among Hispanics from just last 


week. (WSJ, 28 June 2012) 


Then, on June 28th, Obama got another big boost, this 


one unexpected: 


Supreme Court upholds 
Obama health care mandate 

WASHINGTON - A narrowly divided Supreme 
Court upheld President Obama’s health care law 
Thursday in a complex opinion that gives the 

president a major election-year victory. 
The historic 5-4 decision will affect the way 
Americans receive and pay for their personal 


medical care in the future. It upholds the indi- 
vidual mandate that most Americans get health 
insurance or pay a penalty — and it was the pen- 
alty, or tax, that ultimately saved the law. (USA 
Today, 28 June 2012) 


By opposing Obamacare, Romney had put himself in a 
self-defeating position, since Obamacare was being com- 
pared to the Massachusetts healthcare mandate that Rom- 
ney himself had championed. As Governor of the state, 
Romney oversaw the 2007 implementation of the first-in- 
the-nation plan that required nearly every state resident to 
buy health insurance from private insurance companies 
or pay a penalty. 

Yet, even in the world of politics - where outright lies 
are sloughed off as unprincipled but politically permis- 
sible “flip flopping” - the Supreme Court’s ruling that 
Obamacare was a tax, and therefore Constitutional, should 
have embarrassed both candidates. But it didn’t. 

Desperate to recoup lost political ground, Romney im- 
mediately went on the attack: 


Romney: ‘If We Want to Get Rid of 
Obamacare, We’re Going to Have to 
Replace President Obama’ 
Republican presidential candidate Mitt Romney re- 
acted to the Supreme Court’s Obamacare decision 
by saying that, “if we want to get rid of Obamacare, 

we're going to have to replace President Obama.” 

“Let’s make clear that we understand what the 
Court did and did not do,” Romney said today, 
speaking in Washington, D.C. “What the Court 
did today was say that Obamacare does not violate 
the Constitution. What they did not do was say that 
Obamacare is good law or that it’s good policy.” 

Romney added: “Obamacare was bad policy 
yesterday. It’s bad policy today. Obamacare was bad 
law yesterday. It’s bad law today.” 

This presidential election is “a choice,” Rom- 
ney said. “You can choose whether you want to 
have a larger and larger government, more and 
more intrusive in your life - separating you and 
your doctor - whether youre comfortable with 
more deficits, higher debt that we pass onto the 
coming generations. Whether you're willing to 
have the government put in place a plan that po- 
tentially causes you to lose the insurance that you 
like or whether instead you want to return to a 
time when the American people will have their 
own choice in healthcare. Where consumers will 
be able to make their choices as to what kind of 

(Continued on page 40) 
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HYDRINO POWER: An Energy Miracle? 


by Bennett Daviss 


n a cartoon well-known in research labs, two white-coat- 

ed scientists stand in front of a chalkboard covered in 

mathematics. One scientist, explaining his breakthrough 
to the other, points to an equation midway through the jum- 
ble and says, “Now at this point, a miracle occurs... .” 

The cartoon captures the scientific method of a few too 
many entrepreneurs in new energy. 

But Randell Mills just may be different. Certainly, he’s 
not the first to claim to have invented a device that produces 
electricity directly from water, or to claim that his device can 
deliver as much as ten times the energy it consumes. But 
instead of touting a machine not substantiated by a scien- 
tific rationale or validated by tests, Mills and his BlackLight 
Power, Inc. have developed a coherent, if controversial, the- 
ory that consistently predicts his experimental results. He’s 
also stockpiled independent validations by credentialed re- 
searchers who not only have reviewed Mills’ data and mea- 
sured the output from his machines, but also have used his 
plans to replicate his devices — and results — on their own. 

But, so far, Mills himself has said very little publicly. That 
makes his BlackLight energy process all the more intriguing. 

In simple terms, Mills claims to have found a way to draw 
huge amounts of energy from hydrogen. He doesn’t burn it 
as today’s designs for hydrogen fuel cells do. Instead, Mills’ 
patented BlackLight process draws out a portion of a hydro- 
gen atom’s energy and then returns the particles to nature 
— liberating, he says, 200 times more energy than simply 
burning the same hydrogen would yield. Through his elec- 
trochemical process, he envisions a conventional mid-size 
passenger car that can travel 3,000 miles on a liter of wa- 
ter and a household generator that can silently create all the 
electricity for the average home at an annual cost of a few 
hundred dollars and a few hundred liters of water. 

Mills, born in 1957 in Lancaster County, PA, was a farm 
boy and science prodigy who enrolled in nearby Franklin & 
Marshall College to learn how biological systems work at a 
molecular level. After majoring in physics, he won a berth 
at Harvard Medical School, where he fell into the orbit of 
Dr. Carl Walter, a professor of surgery and an inventor and 
founder of more than a dozen companies. Walter nurtured 
Mills’ creativity and, over the next ten years, Mills went on 
to patent a vascular imaging system, a cancer treatment that 
uses a fraction of the radiation of conventional techniques, 
and a universal drug delivery molecule. 

Meanwhile, after completing his medical studies in three 
years, Mills spent a fourth year at MIT investigating electri- 
cal engineering. He became a student of renowned physicist 
Hermann Haus, who won the prestigious National Medal of 
Science in 1995. He and Mills shared a frustration: hydrogen 
is the most abundant material in the universe, but in some 
basic ways, its behavior violates the laws of quantum me- 


chanics, which is the reigning structure of physics theory. 
Scientists don’t know why; they just accept that it does. 

That wasn’t good enough for Haus and Mills. Inspired by 
the professor, Mills turned away from quantum mechanics 
and returned to classical physics — physics as it was before 
Einstein — to find an answer. From those long-ago roots, he 
crafted a mathematical theory that not only explains why hy- 
drogen is stable, but also predicts that new forms of hydro- 
gen are possible. 


THE SCIENTIFIC LOOPHOLE 


Every atom has what's called a “ground state.” This is its 
resting state, the state at which it uses the least energy — 
compared to an excited state, which might be indicated by a 
material heating up. In an atom’s ground state, an electron 
keeps a steady distance from the nucleus. As an atom be- 
comes excited, the electron’s orbit widens and the electron 
moves farther from the atom’s center. Then as the atom re- 
turns to its ground state, the electron settles back down to 
its predictable distance from the nucleus. 

Put simply, Mills claims to have discovered a mathemati- 
cal loophole indicating that, in the presence of very spe- 
cific catalysts — substances that set off or speed up chemi- 
cal reactions — the single electron orbiting the proton at the 
center of a hydrogen atom can lose a fraction of its energy 
and be sucked down physically closer to the nucleus — in 
other words, move below its ground state. When it does, 
it releases a vast wave of radiation-free energy and leaves 
behind a shrunken or compacted hydrogen atom that Mills 
has dubbed a “hydrino.” 

Naturally, Mills’ fellow scientists have been skeptical, if 
not derisive, partly because he’s forsaken modern physics 
in favor of the old-fashioned. But independent reviewers 
have found that Mills’ mathematics are consistent and that 
his numbers predict the experimental results he’s demon- 
strated. In one specific test, a light signature appears — in- 
visible deep ultraviolet or “black” light — at a frequency that 
doesn’t naturally occur from hydrogen but that Mills’ theo- 
ry predicts and also assigns uniquely to hydrinos. 

In 2010, GEN3 Partners, a Boston-based technology de- 
velopment firm, contracted with a research team that used 
equipment at Harvard University’s Smithsonian Center 
for Astrophysics to test Mills’ claim that his process could 
shrink hydrogen atoms below their ground state. After 
testing prototypes of the CIHT machine, the team issued 
a statement that said, in part, that they had “identically 
[and] independently” reproduced Mills’ results “and we 
could find no conventional explanation for the emission of 
... light from hydrogen in this very high energy region” of 
the spectrum. “We believe that this confirms hydrino emis- 
sion,” they concluded. 
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Having discovered this apparent ability to draw energy 
from hydrogen atoms without creating nuclear radiation, 
Mills’ next challenge was to capture that energy. So now 
he’s created what he calls the CIHT (pronounced “site”) or 
“catalyst induced hydrino transition” device. 

Like a lead-acid battery, the device has a positive and 
negative terminal surrounded by an electrolyte. Trace 
amounts of water vapor flow into the cell, carried by an in- 
ert gas such as argon or xenon. A small spurt of electric 
current is shot into the device and breaks down the water 
vapor into hydrogen and oxygen. The catalysts that coat the 
positive terminal spark a complex series of reactions that 
draw off a portion of the hydrogen energy from the hydro- 
gen atoms, leaving hydrinos behind. Mills states that these 
cascading, self-perpetuating reactions liberate as much as 
ten times the energy it takes to set them off. A fraction of 
the energy harvest is directed back into the machine to keep 
the process going. 

Mills has spent years refining the device and has per- 
fected a design that, he claims, consistently produces 10 
watts of power for a month or more at a stretch, using no 
energy other than the spurt that set off the initial reaction 
and the bit that periodically ushers more water vapor into 
the chamber. 

Other entrepreneurs have made similar claims. But this 
time we don't have to rely on the inventor's word alone. Six 
independent scientists, or teams, have validated the output 
of these CIHT devices and, indirectly, the theory that pre- 
dicts these results. 


GENUINE ARTICLES 


These reports aren’t from marginal scientists but from well- 
credentialed researchers, some of whom claim to have be- 
gun as skeptics. 

Henry Weinberg was one. After earning a doctorate in 
chemistry at the University of California at Berkeley, he be- 
came the first Chevron Professor of Chemical Engineering 
at CalTech and later moved to the faculty of the University 
of California at Santa Barbara. He’s also been involved with 
tech start-ups and holds pieces of 18 patents. “The claim 
that water can be used to replace fossil fuels in power gen- 
eration is obviously extraordinary,” he says, “and extraor- 
dinary claims must be backed by extraordinary evidence.” 

When he visited Mills’ lab in the fall of 2011, Mills turned 
him loose in BlackLight’s lab. Weinberg helped to build 
three CIHT cells and set up the measuring instruments, then 
watched them for a month. He concluded that his three cells 
each produced more than 10 times as much electricity as 
they consumed over the 30-day trial run. 

“Prior to meeting Randy Mills, | was extremely skepti- 
cal,” Weinberg wrote afterwards. “However, after having 
participated in experimental design and execution, and 
having reviewed vast amounts of other data they have pro- 
duced, I’ve found nothing that warrants rejection of their 
extraordinary claims.” 

The CIHT cells that scientists have examined use non- 


toxic, earth-abundant commodity chemicals and the sys- 
tems’ operating conditions were similar to those of existing 
technologies such as batteries and fuel cells. Mills expects 
the cost of chemicals used in his cells to be under $100 per 
kilowatt and foresees no shortage of the materials, even af- 
ter his machines are being mass-produced. 

Having demonstrated a 10-watt unit, Mills and his crew 
expect to be able to show off a 100-watt CIHT device this 
year and a 1.5-kilowatt version in 2013. A machine of that 
capacity could meet the electricity demands of a typical 
home in the developed world at a cost, Mills calculates, of 
a tenth of a cent per kilowatt-hour. Once built and proven, 
Mills plans to submit copies of the cell for testing by Under- 
writers Laboratory and other certification agencies. He also 
expects to offer the units under license to homeowners and 
commercial users; BlackLight will own the devices, which 
will be installed and serviced by a network of dealers. 

The debut of a commercial-scale device opens the door, 
he says, to a 133-liter CIHT cell that would deliver 200 kilo- 
watts of power and about 265 horsepower in a passenger 
car. That water engine would weigh about 133 kilograms — 
less than 300 pounds - which is roughly a third the weight 
of a conventional internal combustion engine producing the 
same power. The total projected cost of a CIHT car’s drive 
train would be less than that of a conventional, gasoline- 
fired vehicle and would run on tap water, with no exhaust 
or pollution. In fact, Mills has calculated that his BlackLight 
process could deliver the world’s current energy usage with 
just one or two cubic miles of seawater per year — a rate that 
has been calculated to drop world ocean levels by a mere 
inch every 500 years. 

Even if the CIHT device reaches full potential, we also 
won't be ankle-deep in used hydrinos. Once a hydrino has 
contributed its measure of energy, it will float harmlessly 
up through the atmosphere and into space - where, Mills 
speculates, hydrinos made by nature comprise the mysteri- 
ous “dark matter” that fills the universe. 


Trendpost: For more than 20 years, Randell Mills has been 
refreshingly quiet about his work. Shunned by convention- 
al scientists as well as the “cold fusion” crowd, he’s won 
support for his research from utility companies and the US 
military, as well as from highly credentialed private inves- 
tors. His persistence has yielded a device that not only ap- 
pears to deliver more energy than it consumes, but one 
that has been verified to do so by credible, independent 
scientists. 

The next 24 months will be definitive for Mills and his 
CIHT device. If he can deliver a 1.5-kilowatt prototype dur- 
ing that time, he’s likely to issue a public stock offering soon 
after and to contract with manufacturers to build CIHT cells 
for BlackLight Power, which will lease them to end-users. 
If those things happen, a hydrino-based alternative energy 
economy could be dawning within the next five years. 

For ongoing developments, follow the company at www. 
blacklightpower.com. E 
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(Continued from page 3 7) 
health insurance they want.” 

“This is the time of choice for the Ameri- 
can people,” Romney concluded: “Help us. Help 
us defeat Obamacare. Help us defeat the liberal 
agenda that makes government too big, too intru- 
sive, and is killing jobs across this great country.” 


(ABC, 28 June 2012) 


Virtually every word out of Romney’s mouth directly con- 
tradicted the facts and spirit of Romney’s health care policy 
while he was governor - which, until his presidential run, 
he routinely cited as one of his great political achievements. 

But now it had become something of a political tar baby. 
First, his campaign issued a statement saying Mr. Romney 
believed the health care law imposed “an unconstitutional 
penalty,” insisting it was not a tax but a mandate that forced 
people to buy insurance from private companies. Two days 
later, Romney flip-flopped. “The Supreme Court is the 
highest court in the nation, and it said that it’s a tax, so it’s a 
tax,” he weaseled, in effect also contradicting his assertion 
that his own Massachusetts mandate was not a tax. 

In the other camp, a similarly blatant, shameless ex- 
ercise in self-contradiction was also playing out. When 
Obama’s health care plan was first proposed in 2009, it was 
attacked by opponents as a backtrack by Obama who, as 
candidate Obama in 2008, had promised not to tax middle- 
class Americans. “I can make a firm pledge. Under my plan, 
no family making less than $250,000 a year will see any 
form of tax increase. Not your income tax, not your payroll 
tax, not your capital gains taxes, not any of your taxes.” 

Precisely one year later, the newly elected President ve- 
hemently argued that his health plan was not a tax. 

In a September 2009, appearing on “This Week With 
George Stephanopoulos,” Obama sparred at length with the 
host, who tried to get the President to admit that his health 
mandate amounted to a tax increase. Obama insisted “I ab- 
solutely reject that notion.” (Click here for Interview) 

Yet, with typical political duplicity, while Obama vehe- 
mently rejected the charge on TV, his Justice Department 
repeatedly argued, in court cases leading up to the Supreme 
Court ruling, that the individual mandate was indeed a tax. 
And, in his brief and in arguing the case before the Su- 
preme Court, Solicitor General Donald Verrilli repeatedly 
asserted that the mandate was a tax and thus Constitution- 


ally justified. 


Publisher’s Note: There are two reasons for our going into 
so much detail on the Obamacare/Romneycare debates and 
disputes. The first is to drive home the message of how un- 
principled politicians are. Whether or not their healthcare 
mandates are taxes is not the point here, but rather the way 


politicians will say whatever is needed to gain or retain 
power. While there are legitimate circumstances for a change 
of mind or policy which does not constitute a lie, these are 
the exceptions. In general, politicians don't flip-flop, they lie. 
And the press, rather than exposing them for what they are, 
endlessly defer to the office, or go on the attack only when it 
serves their partisan agenda. 

Behavior that should be broadly denounced as immoral 
winds up being accepted as a necessary evil. The idea is ac- 
tually ingrained into the public psyche. An argument com- 
monly made is: if politicians told the truth they would never 
get elected. Thus, people knowingly vote for frauds, liars and 
crooks. And then complain when they dont get what they 
were promised. 

On a more profound level, what does it say about the in- 
dividual who knowingly endorses immorality — i.e., votes for 
someone who, it is believed, can’t get elected if he or she tells 
the truth. How can that not carry over to the individual? If 
frauds, liars and crooks get elected to prestigious higher of- 
fice, why not emulate them? Does the virus spread? Or does 
it stop at the ballot box? 

The second reason for going into detail on the Obama vs. 
Romney healthcare “is-it-a-tax or isn’‘t-it-a-tax” issue, is that 
four months before Election Day, with the European debt cri- 
sis worsening, with Syria exploding in war, with war talk 
heating up against Iran, this was one of the most debated 
issues on TV, in the press and on the campaign trail. 

Yet when analyzed, there was really little difference 
between the two men’s health plans or to what degree each 
candidate flipped or flopped on the issue. Objectively, with 
the Supreme Court decision final and little chance that 
Congress could impede its implementation, the argument 
itself, while moot, would remain a hot campaign topic. 
Why? Because neither candidate had much substance to 
campaign on. 


When Money Talks, People Listen 
Where the President was most vulnerable was on the mat- 
ter that mattered most to the American people: the econ- 


omy. And in July, the news didn’t look good: 


Job figures a setback for Obama 
The world’s largest economy added just 80,000 jobs 


in June, darkening the outlook for the US recov- 
ery and dashing some of the political momentum 
President Barack Obama gained after the Supreme 
Court upheld his healthcare law last week. 

The lacklustre pace of job creation, which left 
the unemployment rate unchanged at 8.2 per cent, 
adds to mounting evidence that the American 
economy is feeling the effects of both the eurozone 
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debt crisis and slower growth in large emerging 
markets such as China. ... 

Speaking in Poland, Ohio, during a two-day bus 
tour through the country’s industrial heartland, Mr 
Obama said he was “not satisfied” by the jobs fig- 
ures, even though they reflected a gradual recovery 
in the employment market over the past three years 
after the financial crisis. 

“Our goal is not to get back to where we were in 
2008,” he said. “Our goal is to return to a time when 
the middle-class had some basic security ... . 

“Mr Romney's basic idea is that if everybody is 
on his own, everything will turn out fine. We tried 
it before. It doesn’t work,” Mr Obama said. 

Mr Romney, who has recently had to fend off 
criticism from conservatives worried about his 
campaign, took a break from his holiday in New 
Hampshire to attack the president’s economic mis- 
management from a local hardware store. “This is 
a time for America to choose whether they want 
more of the same; whether unemployment above 8 
per cent month after month after month is satisfac- 


tory or not,” he said. (FT, 7 July 2012) 


There you had it. Cheap campaign sound bites. Both can- 
didates delivered predictable applause lines but nothing 
of substance. Obama promised more of the same, which 
added up to nothing new. 

From his lakefront vacation mansion in New Hamp- 
shire, Romney blew hot air of his own. He contended that 
by lowering taxes on those who could most afford to pay 
more - and through deregulating transnational corpora- 
tions, giving them unimpeded freedom to rape and pillage 
anything and anybody they could - jobs would be created. 

There they were, the two men vying for the job of Pres- 
ident, presenting economic plans and solutions so simplis- 
tic that had they been written by a student in Economics 
101, they would have been given a failing grade. 

By mid-July, campaign 2012 was shaping up to look 
like a replay of the 1992 “It’s the economy, stupid,” race 
for the White House and President Obama was beginning 
to look like George H.W. Bush: 


Economic Fears Hurting Obama, 
Poll Indicates Approval Rating Down 
For the First Time Since Primaries, 
Romney Has an Edge 
Declining confidence in the nation’s economic 
prospects appears to be the most powerful force 
influencing voters as the presidential election 
gears up, undercutting key areas of support for 
President Obama and helping give his Republi- 


can challenger, Mitt Romney, an advantage on the 
question of who would better handle the nation’s 
economic challenges, according to the latest New 


York Times/CBS News Poll. (NYT, 19 July 2012) 


Publisher’s Note: While Romney championed deregula- 
tion — “we need to give business a free hand” — Obama 
pretended to champion more stringent business regula- 
tions. In practice, he did little to rein in the financial sector 
and actually weakened environment regulations. What 
neither candidate championed — or even mentioned — was 
deregulating the citizens. 

For five decades, both Republicans and Democrats 
had been on a bipartisan rampage to deprive American 
citizens of their most basic Constitutional and personal 
rights. Year after year, at the federal, state and municipal 
levels, tens of thousands of laws, mandates, and licensing 
fees had been imposed. The citizenry had been assaulted 
with everything from taxation without representation to 
warrantless wiretapping, airport groping and constant 
surveillance, while the corporations were being less and 
less regulated. It was a trend — in modern times, no Re- 
publican or Democratic candidate had ever run on the 


platform of “Deregulate the People” and won. 


No Talk Like War Talk By November, would it 
be only the economy, stupid? Or would war, terror, riots, 
and/or some other major set of events - man-made or oth- 
erwise — preoccupy the public? 

As the summer wore on, war talk heated up and so did 
the incidence of terrorist acts and terror threats. 

On the war front, Syria was in the crosshairs, and re- 
gime change was at the top of a US, NATO, Israeli and 
Arab League agenda. The Syrian civil war, more than a 
year old, was expanding and intensifying thanks to arms, 
intelligence aid, communications equipment, and mili- 
tary training supplied to the Islamist and Sunni rebels by 
a coalition of anti-Assad governments. 

While there had been a pretense of diplomacy, the real 
agenda had been clear from the onset. 


Syria’s Assad must go, Obama says 
President Obama and European leaders called 
Thursday for Syrian President Bashar al-Assad to 
resign, after months of his violent crackdown on 
protesters. The rhetorical escalation was backed 
by new U.S. sanctions designed to undermine 
Assad’s ability to finance his military operation. 

“The future of Syria must be determined by its 
people, but President Bashar al-Assad is standing 
in their way,’ Obama said in a written statement. 


The Trends Journal © Summer 2012 


41 


“For the sake of the 
Syrian people, the time 
has come for President 
Assad to step aside.” 

Obama’s first explicit 
call for Assad to resign 
- something critics have 
pressured him to do - 
culminated months of 
calibrated diplomacy 
that has included three 
rounds of sanctions and 
a gradual policy shift to- 
ward regime change in a 
nation long at odds with 
U.S. policy in the Middle 
East. (Washington Post, 
18 August 2011) 


One year later - with 20,000 
dead, cities destroyed, the 
Syrian economy in shambles 
and millions of refugees 
fleeing over borders - Presi- 
dent Obama, Israeli Presi- 
dent Netanyahu, British 
Prime Minister Cameron, 
French President Hollande 
and their Secretaries of War and State ... along with poli- 
ticians, pundits, think tanks, and a united mainstream 
media were now all echoing the same refrain: The brutal 
regime of dictator Bashar Assad must go! 

The “why” he must go was made crystal clear in Ameri- 
ca’s self anointed “Paper of Record,” The New York Times: 


As Chaos Grows in Syria, 

Worries Grow on the Sidelines 
TEHRAN — Gone is the talk here that last year’s 
Arab Spring was a gift from God. 

Now some in Iran are even starting to worry 
about how much might be at stake if President 
Bashar al-Assad’s government in Syria, long a cli- 
ent state of Iran’s, collapses - which after a fifth 
day on Thursday of heavy street fighting in Da- 
mascus no longer sounds inconceivable. 

The fall of the Assad government would remove 
Shiite Iran’s last and most valued foothold in the 
Arab world, and its opening to the Mediterranean. 
It would give Saudi Arabia and other Sunni Arab 
states their long-sought goal of countering Ira- 


lasted for decades. And 
it would further erode 
Iran’s role as a patron of 
the Middle East’s revo- 
lutionaries, a goal that 
moderate Arabs and the 
United States have long 
sought. 

Worse might follow, 
from Tehran’s point of 
view. [ran and Syria's 
last revolutionary ally, 
the Hezbollah party 
that dominates Leba- 
non, would lose one of its 
main sources of weapons 
and financial support. 
And Lebanon’s fragile 
sectarian balance might 
be torn apart, raising the 
threat of another civil 
war there. 

On Wednesday, Hez- 
bollah quickly respond- 
ed to the government’s 
worst day so far to make 
its strongest declaration 
that it would not aban- 
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don Mr. Assad. 

In a televised address on Wednesday night, 
the Hezbollah leader, Hassan Nasrallah, offered 
eloquent condolences for the deaths of the three 
high-ranking Syrian officials killed earlier in the 
day. “These martyr leaders were comrades in arms 
in the conflict with the Israeli enemy, and we are 
confident that the Arab Syrian Army, which over- 
came the unbearable, will be able to persist and 
crush the hopes of the enemies,” he said. 

He credited Mr. Assad and his government 
with the victory that Hezbollah claimed against 
Israel in the 2006 war in Lebanon and with sav- 
ing Gaza during the 2009 Israeli incursion. “The 
most valuable weapons we had in our possession 
were from Syria,” he said. “The missiles we used 
in the second Lebanon war were made in Syria. 
And it’s not only in Lebanon but in Gaza as well. 
Where did these missiles come from? The Saudi 
regime? The Egyptian regime? These missiles are 


from Syria.” (NYT, 20 July, 2012) 


nian influence in the region, finally splitting the There it was. “All the News That’s Fit to Print.” No minc- 
alliance between Tehran and Damascus that has ing words, no spin, nothing complicated, not even the old 
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standby of bringing democracy to an oppressed people. It 
was a blatant power play. With Syria out of the way and 
Iran isolated, there would be no Middle East obstacles to 
stop the United States and Israel from doing what they 
wanted in the region. Period! 

And if demonization of the Assad regime and the prom- 
ise of bringing democracy to the people was not enough to 
generate enthusiasm for military intervention, there was 
always the weapons of mass destruction fear card to play; 
the card that worked so well in lying the people to war 
against Iraq. 

This time it was Syria’s arsenal of chemical weapons 
that America and its anti-Assad allies were using to in- 
still fear, hoping to generate support from their war weary, 
economically battered public for yet another military in- 
tervention. 

It was classic Propaganda 101: 


Syria chemical weapons: 
Obama says world is watching 
(BBC, 23 July 2012) 


Israel in tough warning over Syria weapons cache 
(APF, 23 July 2012) 


Netanyahu: Hezbollah May Get 
Chemical Weapons If Syria Collapses 
(Reuters, 23 July 2012) 


Now Syria raises the spectre of chemical weapons 
(The Independent, 24 July 2012) 


Once again, the first casualty of war was the truth. Yes, 
Syria admitted they had chemical weapons. No, the Assad 
government claimed, they would never use them against 
their own people. Yes, there was an outside chance that 
if Syria was attacked by a foreign force they (like anyone 
or any nation under attack) would use all means at their 
disposal to defend themselves. 

Then there was the terror threat that was helping push 
the economy out of the news. When five Israeli tourists 
were killed in a bus bombing in Bulgaria in July, the 
US, Israel and the media, without providing any tangible 
evidence, immediately blamed Hezbollah and Iran for 
a combined planned terror campaign against Israel and 
Jewish targets. 

With less than four months to Election Day USA, no 
one, but no one, could credibly predict what would be 
dominating the news on November 6th. Regardless of 
whether it’s the US economy, the wars, terror threats or 
the eurozone meltdown, short of a wild-card disaster at- 
tributable directly to Obama and/or his administration, 


we forecast he will win a second term. 

We also forecast that the United States, NATO, Israel 
and the Arab League’s war against Syria will serve only to 
further destabilize the Middle East, will do little to render 
Iran and Hezbollah powerless, will leave the usual un- 
necessary trail of death and destruction in its wake ... 
and will move the world a few more steps closer to “The 


1“ Great War of the 21* Century.” 


The Future Only the names change but the char- 
acters are the same. No matter that they stride down the 
red carpet, have exalted titles, are treated royally and 
with respect, they are nothing more than two-bit freaks 
in fancy dress. It’s not the “Greatest Show on Earth,” it’s 
the “Tawdriest.” These are the people that have led us 
into a never-ending series of disastrous, economy-bust- 
ing, life destroying wars, and now they're starting more 
of them. 

These are the two-bit freaks who devise economic 
programs and promote national policies that rob from 
the poor to enrich the rich by bailing out banks, rescu- 
ing financial firms and squandering trillions in stimu- 
lus money to fatten up the too-big-to-fails while leaving 
nothing to trickle down to the too-small-to-saves. In his 
new book, “Bailout,” Neil Barofsky, the inspector gen- 
eral appointed under George Bush to police his $700 
billion TARP program, made it clear that the game was 


rigged: 


“The suspicions that the system is rigged in favor 
of the largest banks and their elites, so they play 
by their own set of rules to the disfavor of the tax- 
payers who funded their bailout, are true. It really 
happened. These suspicions are valid.” (NYT, 22 
July 2012) 


Then there are the two-bit freaks who take away your 
citizen rights, put you on 24/7 surveillance watch, break 
down your doors, feel you up at airports, check-point you, 
stop and frisk you and subject you to every imaginable 
human indignity and humiliation wherever and whenever 
they want. 

Where is the future heading? If the political gang lead- 
ers and the financial mob bosses have their way you don’t 
have to be a trend forecaster to figure it out. More death, 
more destruction, more pain and suffering from fear mon- 
gering, money junkie, power hungry sociopaths and psy- 
chopaths sapping the joy out of life. 

Will a critical mass of citizens rise up and stand tall or 
will subservience prevail? Sound the alarm. Spread the 
word: Remember, the future is in your hands! m 
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